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pireciors’ heport

DIRECTORS

The following directors of OneSteel Limited (“the company”} were appointed since 30 June 2000 and held office at the date of this report:
P J Smedley 23 October 2000

R L Every 13 July 2000 ‘

E J Doyle 23 Ociober 2000

C R Galbraith 23 October 2000

D E Meiklejohn 23 October 2000

D A Pritchard 23 October 2000

N J Roach 23 October 2000,

Mr B L Carrasco resigned as a director on 18 June 2001 in anticipation of his refirement as Chief Financial Officer.
The following directors also resigned since 30 June 2000 having held office by virtue of their employment pricr to spinout from

, BHP Limited:
G M Day 13 July 2000
C R Keast 13 July 2000

M E Hedges 23 Qclober 2000

Details of the qualifications, experience and responsibilities of direciors are set out on page 26 of the Annual Review.

PRINCIPAL ACTIVITIES

The principal activities of the company and its controlled entities {together “the OneSteel Group”) are set out on pages 1 to 29 of the
Annual Review. The company was listed on the Australian Stock Exchange on 23 October 2000 following the spin-out of the OneSteel
Group from BHP Limited. There were no significant changes in the nature of the principal activities of the OneSteel Group during the year
under review.

REVIEYY OF OPERATIONS

A review of the operations of the OneSteel Group during the financial year and the results of those operations is contained in pages 1 to
29 of the Annual Review.

DIVIDENDS

Dividends paid or declared by the company since the end of the previous financial year were:
$m

Interim dividend

3 cents per share paid on 26 April 2001.

100% franked ot @ 34% tax rate on fully paid shares 13.7

Final dividend

3 cents per share payable on 18 Octcber 2001

100% franked at a 30% tox rate on fully paid shares 13.8

STATE OF AFFAIRS

There were no significant changes in the state of affairs of the OneSteel Group that occurred during the financial year ended 30 June
2001 other than those arising from the following:

* the spin-out from BHP Limited that became effective on 23 October 2000 following approval by BHP shareholders of the scheme of
arrangement sef out in the BHP Scheme Booklet dated 31 August 2000; and

® the takeover of Email Limited in a joint bid with Smorgon Distribution Limited which resulted in the acquisition by the OneSteel Group of
certain assets of Email on 30 April 2001 and the provision of a loan to Smorgon that will be repaid as unwanted assets of Email are
divested.

Commentary on the overall state of affairs of the OneSteel Group is set out on pages 1 to 29 of the Annual Review.




ENVIRCRRIENTAL REGULATLON :

The OneSteel Group is subject to significant environmental regulation in respect of its mining and manufaciuring activities. Environmental
performance obligations are monitored by management and the Board and subjected, periodically, to internal, independent external and
government agency audits and site inspections. The environment report is set out on pages 23 and 24 of the Annual Review.

RIATTERS SUBSECUENT TO THE END OF T6E FINANGIAL VEAR

Since 30 June 2001 and o the date of this report, no matter o circumstance has arisen that has significantly affected or may
significantly offect: :

o the OneStee! Group’s operations in future financial years; or

© the results of those operations in future years; or
o the OneSteel Group's state of affairs in future financial years.

FUTURE DEVELOPLIEITS '

Certain likely developments in the operations of the consolidated entity known to the date of this report have been covered generally within
the Annual Review. In the opinion of the directors, any further disclosure of information would be likely to result in unreasonable prejudice
to the OneSteel Group.

DIRECTORS' [IEETINGS _
The number of directors’ meetings {including meetings of committees of directors) and number of meetings attended by each of the
directors of the Company during the financial year are:

Board of Directors Governance & Audit & Compliance Occupational Health,
Remuneration Committee Safety & Environment
Committee Committee

A B A B A B A B
Directors at 30 June 2001
P J Smedley 10 10 2 2
R L Every 17 130
E ) Doyle 10 10 3 3 3 3
C R Galbraith 10 10 2 2 3 3
D E Meiklejohn 10 9 2 2 3 3
D A Pritchard 10 9 3 3 3 3
N J Roach 10 10 2 2 3 3
Former directors
B L Carrasco 17 16
G M Day 1 1
C R Keast 1 -
M E Hedges 8 4

A — Reflects the number of meetings held during the time the director held office during the year.
B - Number of meetings attended.

11 Dr Every did not attend four meefings held prior to the “spinout “of the company from BHP Limited. These meetings dealt with routine matters relating to the spir-out.

The roles of the committees are described on pages 27 to 29 of the Annual Review.

DIRECTCRS’ AND SENICR EXECUTIVES’ ERITLULIENTS

The Board's Governance and Remuneration Commitiee is responsible for reviewing remuneration policies and practices, including
compensation and arrangements for executive directors and senior management, the company's superannuation arrangements and, within
the aggregate amount approved by shareholders, the fees for non-executive members of the Board. This role also includes responsibility for
the company’s share and option plans. Executive and senior management performance review and succession planning are matters
referred to and considered by the Committee. The Commitiee has access to independent advice and comparative studies on the
appropriateness of remuneration arrangements.

Executive directors and senior executives may receive incentives based on the achievement of specific goals related to the performance of
the consalidated entity. Non-executive directors do not receive any performance-based remuneration.




Details of remuneration paid {in dollars} to directors and the most highly remunerated officers are:

Base Other Refirement

Directors Salary Fees Benefits Incentives Super Confribution Benefits Total

P J Smedley ™ 172,715 13,825 186,540
RLEvery ™ 1,110,051 29,321 290,137 163,177 1,592,686.
E | Doyle ™ 55,269 4,422 59,691
C R Galbraith ™ 55,269 4,422 59,4691
D E Meiklejohn 55,269 4,422 59,691
D A Pritchard " 55,269 4,422 59,691
N § Roach 55,269 4,422 59,691
B L Carrasco @ 419,506 8,451 73,389 61,667 563,013
G MDay® 4,136 1,378 608 6,122
CR Keast ® 5,629 1,358 827 7,814
M E Hedges 52,425 40,795 7,706 100,926
Total 1,591,747 449,060 81,303 363,526 269,920 2,755,556

Base Other Termingtion

Officers © Salary Fees Benefits Incentives Super Coniribution nefits Total

P L Muller # 331,591 12,166 18,400 48,743 964,743 1,375,643
R J Moore # 307,461 48,415 52,420 45,197 596,936 1,050,429
G ) Plummer 256,002 50,935 66,300 37,632 . 410,869
LJ Selleck 240,780 15,903 62,600 35,394 354,677
W J Gately 190,008 15752 33200 27,931 266,891
Total 1,325,842 143,171 232,920 194,897 1,561,679 3,458,509
" Appointed during year.

@ Resigned during year.

LAl officers were employed by subsidiaries of OneStee} Limited. Total remuneration paid to the following officers exceeded the tofal paid to each of the confinuing executives shown
in the table by virtue of benefits paid on the termination of their contracts:
P F Greatrex $885,463
M Clements $751,329
J C Dulhunty $750,614
PKeating  $697,353

¥ Contracts terminated during year; termination benefits include annual leave and long service leave entiflements.

OPTIONS
During the financial year, the Company granted performance rights to shares and options over unissued ordinary shares to the following

executive directors and the five most highly remunerated officers as part of their remuneration:

Number of Number of Exercise Price

Rights Granted  Options Granted for Options

R L Every 1,847,052 2,462,735 92.58 cents
B L Carrasco 704,796 939,728 92.58 cents
P L Muller 135,645 180,860 92.58 cents
R J Moore 125,209 166,945 92.58 cents
G J Plummer 105,315 140,420 92.58 cents
L J Selleck 93,163 124,217 92.58 cents
W § Gcfely 76,961 102,614 92.58 cents

All performance rights and options were granted during the financial year. No rights and options have been granted since the end of the
financial year. '

The perfermance rights o shares and the options to shares were granted in accordance with the executive long term incentive share and
option offer outlined in the scheme of arrangement approved by BHP Limited shareholders for the spin-out of the Company. One ordinary
share in the Company may be obtained for each performance right and for each option from 16 December 2003, or on earlier
termination in special circumstances, subject to the company achieving specific performance hurdles. The options have a maximum life of
nine years.

The issue price for each right was 92.58 cents, the same as the exercise price for each option. The price was calculated based on the
. weighted average price of OneSteel shares fraded on the Australion Stock Exchange over the five days ended 29 November 2000.

The performance hurdles relate to two comparative groups (the Ausiralian Consumer Price Index plus 5%, and the ASX All Industrials
Accumulation Index excluding banks, media and telecommunications] which are measured against OneSteel's performance in terms of
total shareholder return. Due to the nature of the performance hurdles and the short period that the company has been in operation, the
value of these rights and options is considered to be indeterminable.




At the date of this report, there were available under the scheme 5,330,162 options ot an exercise price of 92.58 cents and 241,298
options at an exercise price of 88.48 cents, the latter arising from an issue on @ April 2001 to a new officer. The options do not entifle the
holder to participate in any share issue of the company. During, or since the end of, the financial year, the company has not issued shares
as a result of the exercise of opfions.

DIRECTORS’ UITERESTS
The relevant interest of each director in the shares, opfions or other instruments of the company and related bodies corporate are:

OneStee! Limited Steel and Tube Holdings Limited
Shares Rights'" Optians! Shares Options
P J Smedley 100,000
R L Every 102,793 1,847,052 2,462,735 6,000
E ] Doyle 21,858
C R Gdlbraith 10,929
D E Meiklejohn 10,000
D A Pritchard -
N J Roach 10,836

) Refer details of rights and options above.

INYERESTS OF NO-ENECUVIVE BIRECTORS K] CONTRACTS OR PROPOSED GONTRAGTS VIR THE COIIRARY

Directors of the company have entered into agreements with the company for the payment of retiring allowances on refirement as a
director. Agreements for the provision of benefits o directors on retirement are made under the provisions of OneSteel’s Constitution. In
addition, directors of the company have declared their interests in contracts or proposed contracts that may result from their directorships of
other corporations, as listed in their personal profiles set out on page 26 of the Annual Review.

The OneSteel Group had normal business transactions with directors {or directorrelated entifies] of the Company during the year, including
payments to Allens Arthur Robinson, solicitors, of which firm Mr C R Galbraith is a partner, in respect of legal costs and advice amounting
to $1,640,012. Normal 30day setlement terms applied and the amount payable ot balance date was $84,482.

IKCERINIFIGATION AND [NSURANGE OF CFFIGERS AND AUDITORS
The company has agreements with each of the directors of the company in office at the date of this report, and ceriain former directors,
indemnifying these officers against liabilities to any person other than the company or a related body corporate that may arise from their

acting as officers of the company notwithstanding that they may have ceased to hold office, except where the liability arises out of conduct
involving a lack of good faith.

The directors have not included details of the nature of the liabilities covered or the amount of the premium paid in respact of the directors’
and officers’ liability and legal expenses insurance contracts, as such disclosure is prohibited under the terms of the coniract.

DOUNIDING OF ALIOUNTS

The company is of the kind referred to in the Australian Securities and Investments Commission Class Order 98/0100 dated 10 july 1998
and in accordance with that class order, amounts in the financial report have been rounded off to the nearest one hundred thousand
dollars or, where the amount is $50,000 or less, zero, unfess specifically stated to be otherwise.

Signed in Sydney this 21st day of August 2001 in accordance with a resolution of directors:

P J Smedley
Chairman

R L Every
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AT 30 JUNE
Consolidated Parent
Note 1 2000 2001 2000
$m $m $m $m

Current Assets
Cash assets 26 141 20.3 - -
Receivables é 432.9 614.5 14.9 289
Other financial assets 7 128.6 - - -
Inventories 8 530.1 326.8 - -
Other 9 46.2 8.9 - -
Total Current Assels 1,1519 970.5 149 28.9
Non-Cyrrent Assels
Other financial assets 10 92 9.0 11617 1,047.9
Inventories 1" 10.2 - - -
Property, plant and equipment 12 1,224.2 5183 - -
Infangibles 13 234.4 167.1 - -
Deferred tax assets 14 62.1 28.9 - -
Other 15 18.8 - - -
Total Nen-Current Assels 1,558.9 723.3 1,161.7 1,047.9
Total Assels 2,7108 1,693.8 1,176.6 1,076.8
Current Liabilities
Payables 16 444 4 1,275.0 - 1,001.9
Interest bearing liabilities 17 154.8 379 - -
Tox liabilities - 21.6 0.2 0.3
Other provisions 18 158.6 60.3 13.8 -
Total Current Liabilities 757.8 1,394.8 14.0 1,002.2
Nen-Current Liakilities
Interest bearing liabilities 19 6217 39 - -
Deferred tax liabilities 20 136.7 30.2 - -
Cther provisions 21 78.4 36.1 - -
Total Non-Current Licbilities 836.8 702 - -
Total Licbilities 1,594.6 1,465.0 140 1,002.2
Net Assels 1,116.2 228.83 1,162.6 74.6
Equity
Contributed equity 22 995.0 59.1 995.0 59.1
Reserves 23 1.8 (1.4) - -
Retained profits 24 - 673 123.6 167.6 15.5
Parent entity interest 1,064.1 181.3 1,162.6 74.6
Outside equity interest 25 52.1 47.5 - -
Totel Equity 1,116.2 228.8 1,162.6 74.6

The accompanying notes form an integral part of this statement of financial position.
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FOR THE PERIOD ENDED 30 JUNE

R -

Consolidated Parent
12 Months fo 13 Months fo 12 Months to 13 Months to
30 June 2001 30 June 2000 30 June 2001 30 June 2000
Note $m $m $m $m
Sales revenue 2 2,564.6 893.5 - -
Cost of sales 2,075.0 758.2 ~ -
Gross profit 489.6 135.3 - -
Other revenues from ordinary octivities 2 141.0 81.6 185.2 414
Operating expenses excluding borrowing costs 2 546.7 149.2 5.3 0.1
Restructuring costs 2 65.7 - - -
Borrowing costs 2 441 19.2 - -
Profit/[loss) from ordinary activities before income tax expense (25.9) 48.5 179.9 413
Income tax expense/[benefit) relating to ordinary activities 3 (3.0) 12.2 0.3 04
Net profit/({loss) from ordinary activities after related income tax [22.9) 36.3 1796 409
Net profit atiributable to outside equity inferests 59 0.3 .- -
Net profit/(loss) atiributable to members of the parent entity (28.8) 36.0 179.6 40.9
Net exchange difference on translafion of financial report
of self-sustaining foreign operations 23 3.2 2.0 - -
Total changes in equity other than those resulting from
transactions with owners as owners (25.6) 38.0 179.6 40.9
Basic earnings/{loss) per share (cents per share) 4 (8.84) 121.76
Diluted earnings/{loss) per share (cents per share) 4 (8.76) 121.76

The accompanying notes form an integral part of this statement of financial performance.
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FOR THE PERIOD ENDED 30 JUNE

Consolidated Parent
12 Months to 13 Months fo 12 Months to 13 Months to
30 June 2001 30 June 2000 30 June 2001 30 June 2000
Note $m $m $m m
Inflows/ [outows)

Cash flows from operafing activifies
Receipts from customers 2,609.2 910.3 5.5 0.7
Payments to suppliers and employees (2,414.3) (787.0) (3.6} -
GST Paid (59.2) - - -
Dividends received 30 - 177 4 40.6
Interest received 3.1 1.2 - -
Interest and other costs of finance paid (52.4) (17.8) - -
Operating cash flows before income tax 89.4 106.7 179.3 41.3
Income taxes paid (45.9) (5.6) {0.4) {0.8)
Net operating cash flows 26(b) 43.5 1011 178.9 40.5
Cash flows from investing acfivities
Purchases of property, plant and equipment {37.9) (14.8) - -
Purchases of investments (0.2) - - -
Purchase of controlled entities net of their cash 26(c) (121.6) (855.0) (121.8) 756.1)
Purchases of businesses 519.7) - _ -
Proceeds from sale of property, plant and equipment 8.2 14.5 - -
Loan to non-elated parties 7 (285.8) - - -
Repayment of loan by nonrelated parties 7 157.2 - - -
Proceeds from sale of investments AR 46.5 - -
Proceeds from sale of confrolled entities net of their cash 2.4 - 2.4 -
Net investing cash flows (686.3) (808.8) (119.2) (756.1)
Cash flows from financing aciivities
Proceeds from issue of shares 22 933.3 - 933.3 -
Proceeds from borrowings 1,108.0 389 - -
Repayment of borrowings (377.2) - - -
Repayment of loans from related party (1,725.5) - (979.3) (2.2)
Proceeds from loans to related party 709.6 7794 - 808.2
Dividends paid (15.7) (90.4) (13.7) (90.4)
Net financing cash flows 632.5 727.9 (59.7) 715.6
Net increase/(decrease) in cash and cash equivalents (10.3) 20.2 - -
Cash and cash equivalents af beginning of year 17.4 (2.8) - -
Effect of exchange rates on cash and cash equivdlents 0.2 - - -
Cash and cash equivalents ot end of yeor 26(a) 7.3 17.4 - -

The accompanying notes form an integral part of this statement of cash flows.
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(SOVE 1. STATERIENT CF SIGNIFICANT ACCCURTING POLICIES:

Basis of Preparation

These general purpose financial statements have been prepared for the year ended 30 June 2001 in accordance with the requirements of
the Corporations Act {2001), Australian Accounting Standards and Urgent Issues Group Consensus Views. It is recommended that this
report be read in conjunction with the 30 June 2001 Annual Review and any public announcements made by OneSteel Limited and its
controlled entities during the year in accordance with the continuous disclosure obligations of the Corporations Act (2001) and the
Australian Stock Exchange.

Comparative numbers for the 2000 year are based on a 13 month period from 1 June 1999 to 30 June 2000, following a change in
balance date for that year.

Basis of accounting
The financial statements have been prepared in accordance with the historical cost convention and do not take account of changes in
either the general purchasing power of the Australian dollar or in the prices of specific assets.

Principles of conselidation
The consolidated eniity referred to as the OneSteel Group includes the parent entity, OneSteel Limited [“OneSteel”), and its controlled
entifies fogether “the OneSteel Group”). A list of controlled entities is contained in Note 31.

Where the cost of OneSteel's interest in a controlled entily exceeds the fair value of net identifiable assets of that controlled entity at the
date of acquisition, the difference is brought to account as goodwill which is included in the Statement of Financial Position under the
heading of intangibles.

Where the cost of OneSteel’s interest in a controlled entity is less than the fair value of net identifiable assets of that controlled eniity at
the date of acquisition, the difference, being a discount on acquisition, is accounted for by reducing proportionately the fair values of the
non-monetary assels acquired.

In preparing the financial statements, the effects of all ransactions between entities within the OneSteel Group have been eliminated.
Where an entity either began or ceased to be controlled during the year, the results are included only from the date conirol commenced or
up to the date control ceased.

Foreign currency fransactions

Transactions

Transactions in foreign currencies are translated at rates of exchange that approximate those applicable at the date of each transaction.
Foreign currency amounts payable or receivable arising from these fransactions are fransloted at the rates of exchonge opplicable o
balance date. The effect of hedging is taken to account in the measurement of the relevant transactions. Exchange fluctuations arising from
foreign currency transactions and amounts ouistanding are taken directly to earnings.

Translation of confrolled foreign entities
Exchange fluctuations arising from the translation of net assets of selfsustaining foreign operations are taken to the foreign currency
franslation account.

Sales revenue
Sales revenue represents revenue earned from the sale of producis or services net of returns, trade allowances and duties. Sales revenue is
recognised or accrued at the time of the provision of the product or service.

Borrowing cosls

Borrowing costs include interest, amortisation of discounts or premiums relating to borrowings, amortisation on ancillary costs incurred in
connection with arrangement of borrowings and finance leases. Borrowing costs are expensed as they are incurred except where they
relate fo the financing of projects under consiruction where they are capitalised up to the date of commissioning or sale.

Exploration, evalvation and development expenditure
Exploration and evaluation expenditure is charged against earnings as incurred, except in the case of areas of inferest where:

© it is expected that the expendiure will be recouped by future exploitation or sale; or
© at balance date, exploration and evaluation activities have not reached a sioge which permits a reasonable assessment of the existence
of economically recoverable reserves.

In these cases, the expenditure is capitalised. Where the expenditure, together with the relevant development costs are capitalised, the
amounts so capitalised are amortised over the period of benefit. Each area of interest is reviewed regularly fo defermine its economic
viability, and to the extent that it is considered that the relevant expenditure will not be recovered, it is written off.




(JOVE 1. STATELELNT OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

Research expenditure

Expenditure for research is charged against earnings as and when incurred on the basis that continuing research is part of the overall cost
of being in business, except to the extent that future benefits deriving from those costs are expected beyond any reasonable doubt to
exceed those costs, in which case it is capitalised and amortised over the period of the expected benefit.

Provision for restoration and rehabilitation
Provision for restoration and rehabilitation is made in the financial statements on a progressive basis for restoration and rehabilitation costs,
mainly in areas from which natural resources are extracted.

Estimates are based on current costs and current technology, allowing for potential recoveries (if any), determined on an undiscounted
basis encompassing the closure and removal or disposal of facilifies, site clean up and rehabilitation. Much of the restoration and
rehabilitation work can be done only afier the termination of operations, which will generally be many years hence, and accordingly the
consideration of work required takes into account current and anficipated legal obligations and industry best practice.

The charge to income is generally determined on a units of production basis so that full provision is made by the end of the assets
economic life. Estimates are reassessed annually and the effects of changes are recognised prospectively.

Taxafion

The consolidated Statement of Financial Posifion has been prepared applying the principles of tax effect accounting. The provision for
deferred income tax (noncurrent liability) and the future income tax benefit (non-current asset) represent the tax effect of timing differences
which arise from the recognition in the financial statements of items of revenue and expense in periods different to those in which they are
assessable or dllowable for income tax purposes. Income taxes have not been provided on undistributed overseas eamings of controlled
enfifies fo the extent the earnings are intended to remain indefinitely invested in those entities.

Deferred tax balances are carried af the rates that are expected fo apply when the balances are setfled.

Retirement benefits
The OneSteel Group confributes to defined benefit and defined contribution superannuation plans, Contributions to these funds are
charged against income as they become payable.

Clossification of assets and liabilities

Assets and liabilities are classified as current and non<current. Current assets are cash or other assets that would in the ordinary course of
business be consumed or converted info cash within twelve months. Current liabiliies are liabilifies that would in the ordinary course of
business be due and payable within twelve months.

Non-current assels
Non-current assets are generally accounted for on a historical cost basis. Where necessary, recoverable amounts have been determined
having regard fo their anticipated net realisable value on sale, or expected net cash flows from operations discounted to present values.

Cash assets

For Statement of Financial Position purposes, cash includes cash on hand, cash at bank and deposits available at immediate or twenty-four
hour call with financial institutions. For the purpose of the consolidated Statement of Cash Flows, cash is defined as cash and cash
equivalents. Cash equivalents include highly liquid investments which are readily convertible to cash, bank overdrafts and borrowings ot call.

Cther financicl assets
Interests in non-subsidiary, non<associated corporations are included in investments o the lower of cost and recoverable amount. Dividend
income is brought to account when declared.

Inventories

Inventories, including work in progress, are valued ot the lower of cost and net realisable value. Cost is determined primarily on the basis
of average cost. In some cases, the firstinfirskout method or actual cost is used. For processed inventories, cost, which includes fixed and
variable overheads, is derived on an absorption costing basis.




NOTE 1. STATELENT OF SIGNIFICANT AGCOUNTING POLIGIES (GECRVIRIUED):

Deferred overburden removal costs

Where appropriate, the costs associated with removing overburden from mines are deferred and are generally charged against earnings
on a unit of producfion basis utilising average stripping ratios. Where there is minimal variation in stripping ratios over the life of the
operation, deferred costs are amortised on a straightdine basis.

Property, plant and equipment
Valuation in financial statements
Property, plant and equipment are carried at cost and depreciated over their useful economic lives.

Disposals
Disposals are taken fo account in operating profit in the period that they are disposed of.

Depreciation of property, plant and equipment
Depreciation is provided on buildings, plant, machinery and other items used in producing revenue, at rafes based on the useful life of the
assef to the OneSteel Group, on a straightine basis.

The following table indicates the typical expected economic lives of property, plant and equipment on which the depreciation charges are

based:

Buildings: From 20 to 40 years

Plant and equipment: From 3 to 30 years

Exploration, evaluation and development Based on the estimated life of reserves
expenditures carried forward: on @ unit of production basis

Capitalised leased ossets: Up to 30 years or life of lease, whichever is shorter.

The rates are reviewed and reassessed periodically in the light of technical and economic developments.

In accordance with the requirements of AASB1041 “Revaluation of Non-Current Assets”, land and buildings previously carried at valuation
were reverfed to a cost basis for measurement. For the purposes of transitioning to a cost basis, the existing revalued carrying amounts at
1 July 2000 were deemed to be their cost.

Leased assets

Assets acquired under finance leases are capitalised and amortised over the life of the relevant lease, or where ownership is likely to be
obtained on expiration of the lease, over the expected usefu! life of the asset. Lease payments are allocated between interest expense and
reduction in the lease liability.

Operating lease assefs are not capitalised, and except as described below, rental payments are charged against operating profit in the
period in which they are incurred. Provision is made for future operafing lease payments in relation to surplus lease space when it is first
determined that the space will be of no probable future benefit. Operating lease incentives are recognised as a liability when received and
subsequently reduced by allocating lease payments between rental expense and the liability.

Intangible assets

Amounts paid for identifioble {patents, irademarks and licences) and unidentifiable (goodwill} intangible assets are capitalised and then
amortised on a sraightine basis over the expected periods of benefit. The amortisation period applied for goodwill is twenty years and
unamortised balances are reviewed at each balance date to assess the probability of continuing future benefits being derived.

Provision for employee entilements

Provision has been made in the financial statements for benefits accruing fo employees in relation to annual leave, long service leave,
workers' compensation and vested sick leave. No provision is made for non-vesting sick leave as the anticipated pattern of future sick
leave taken indicates that accumulated non-vesting leave will never be paid.

All oncosts, including payroll tax, workers' compensation premiums and fringe benefits tax, are included in the determination of
provisions. Vested sick leave, annual leave and the current portion of long service leave and workers” compensation provisions are
measured ot their nominal amounts.

Financial instruments included in equity
Ordinary share capital bears no special terms or conditions affecting income or capital enfiflements of the OneSteel Shareholders.
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[IOVE 1. STATERIENT OF SIGRIFICANT ACCOURTING POLIGIES (COXTINUED):

Financial instruments included in liabilities
Loans, debentures and notes payable are recognised when issued at the amount of the net proceeds received, with the premium or
discount on issue amortised over the period to maturity. Interest is recognised as an expense on an effective yield basis.

Inferest rate swaps are recognised s either an asset or liability, measured by reference to amounts payable or receivable calculated
on a proportionate time basis.

Cross currency swaps are recognised as either an asset or liability, measured at the net of the amounts payable and receivable.

Financial instruments included in assets
Trade debtors are initially recorded at the amount of contracted sales proceeds.

Provision for doubtful debts is recognised to the extent that recovery of the outstanding receivable balance is considered less likely.
Any provision established is based on a review of all outstanding amounts at balance date.

A specific provision is maintained in respect of receivables which are doubtful of recovery but which have not been specifically identified.
Bank deposit, bills of exchange, promissory notes, loans, marketable securities and marketable equity securities are carried at cost.

Employee share and oplion ownership schemes
Certain employees are entifled to participate in share and option ownership schemes. The details of the schemes are described in
Note 27. No remuneration expense is recognised in respect of employee shares and options issued.

Rounding of amounts
Amounts in the financial statements have been rounded to the nearest hundred thousand dollars unless specifically stoted to be otherwise.

Derivatives

The OneSteel Group is exposed to changes in inferest rates, foreign currency exchange rates and commodity prices and uses derivative
financial instruments to hedge these risks. Hedge accounting principles are applied whereby derivatives undertaken for the purpose of
hedging are matched to the specifically identified commercial risks being hedged. These matching principles are applied o both matured
and unmatured transactions. Upon recognition of the underlying fransaction, derivatives are valued at the appropriate market spot rate.

When an underlying transaction can no longer be identified, gains or losses arising from a derivative that has been designated as a
hedge of that transaction will be recognised in the statement of financial position whether or not such derivative is terminated.

When a hedge is terminated, the deferred gain or loss that arose prior to termination is:

o deferred and included in the measurement of the anficipated transaction when it occurs; or
o recognised in the Statement of Financial Position at the date of termination where the anticipated
fransaction is no longer expected to occur.
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(OTE 2. PROFIT ALID LOSS DIERIS:

Consolidated Parent
12 Months to 13 Months to 12 Months to 13 Months to
30 June 2001 30 June 2000 30 June 2001 30 June 2000
$m m $m $m
Profit/ {loss} from ordinary activities is after credifing the following revenves:
Sales revenues:
Product sales 2,562.7 871.5 - -
Rendering of services 1.9 220 - -
Total sales revenue v 2,564.6 893.5 - -
Cther revenues:
Inferest from other persons 3.1 1.2 - -
Dividends from wholly owned group - - 177 .4 40.6
Proceeds from sale of non<current assets 1217 61.0 2.4 -
Other 16.2 19.4 54 0.8
Total other revenues ' 141.0 81.6 185.2 41.4
Profit/{loss) from ordinary activides is alter chorging the following expenses:
Manufacturing expenses 77.8 6.9 - -
Distribution expenses 78.1 7.1 - -
Markefing expenses 91.8 24.6 - -
Administrative expenses 153.9 204 - -~
Cost of sale of non—current assets 120.1 62.0 1.7 -
Other expenses 25.0 282 3.6 0.1
Total expenses excluding borrowing costs 546.7 149.2 53 0.1
Restructuring costs:
Closure of the Brisbane Bar Mill
Redundancies and other costs 52 - - -
Write off of fixed assets 22.5 - - -
Write off of goodwill 223 - - -
Other restructuring costs 15.7 - - -
Total restructuring costs 657 - - -
Borroving costs:
Interest paid or payable to:
Other unrelated parties 40.0 19.2 - -
Amortisation of loan facility fees 4.1 ~ - -
Total borrowing costs 44.1 19.2 - -
Included in the cost of sales, operafing expenses
and restruciuring costs are the following items;
Depreciation and amertisation:
Depreciation of property, plant and equipment 100.1 19.9 - -
Amortisation of goodwill 37.0 7.1 - -
Other expense items:
Net bad debts writien off 2.8 2.8 - -
Net charge to provision for doubtful debits 0.5 34 - -
Research & Development costs 1.0 2.1 - -
Net {gain)/loss on sale of non current assets (1.9} 1.0 0.7} -
Write down of inventory to net realisable value 37 0.9 - -
Operating lease rentals 220 16.4 - -
Provision for employee entiflements 54.5 22.5 - -
Provision for restoration and rehabilitation o 0.6 - - -
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WOTE 3. INGCRE TAR ENPENSH/BENEFT):

Consolidated Parent
12 Months to 13 Months fo 12 Months to 13 Months to
30 June 2001 30 June 2000 30 June 2001 30 June 2000
$m $m $m $m
Income tux arising from items taken to operating profit
The prima facie tax on operating profit differs from the income
tax provided in the accounts and is calculated as follows:
Profit/(ioss) from ordinary activities before income tax (25.9) 48.5 179.9 41.3
Tax calculated at 34 cents (36 cents in 2000) in the dollar (8.8) 17.5 61.2 14.9
Tax effect of permanent and other differences:
Rebate for dividends - - (60.3) (14.6)
Amounts under/{over) provided in prior years 3.9 (1.4) - 0.1
Research and development incentive 0.2) {0.2) - -
Nondeductible accounting depreciation and amortisation 14.8 3.3 - -
Tax differenfial - non-Ausiralian income {0.2) {0.1) - -
Employee share plan {0.3) - (0.3) -
Non-deductible expenses 0.6 0.2 - -
Capital gains not taxable : (2.8) (4.3 (0.3} -
Restatement of deferred tax balances due fo income tax rate change (2.2) (2.8) - -
Total income fax expense/(benefif) (3.0) 12.2 0.3 04
NOTE &, EARNINGS PER SHARE:
Consolidated
12 Months to 13 Months to
30 June 2001 30 June 2000
cents cents
Basis earnings/{loss} per share (cents per share) (8.84) 121.76
Diluted earnings/(loss) per share {cents per share) (8.76) 121.76
(a) Number of ordinary shares
Weighted average number of ordinary shares used in the calculation of basic earnings per share 325,403,303 29,550,005
[b) Potential ordinary shares not considered dilutive
All potential ordinary shares, being opfions to acquire ordinary shares, are considered dilutive.
Details are provided in note 22.
NOTE 8. SEGRIENT NIFCRLARTION:
Revenue from
oy e rocanse BT S
$m $m $m $m $m
2001
Business Segments
Manufacturing 1,027.6 373.1 1,400.7 (13.6) 1,575.9
Distribution — Australia 1,239.7 53 1,245.0 440 926.4
Distribution - International 312.2 - 312.2 22.5 174.0
Corporate activities 126.1 53 131.4 {27 .0) 85.7
Intersegment activities - (383.7) (383.7) 7.7 51.2)
Consolidated 2,705.6 - 2,705.6 18.2 2,710.8

Comparative segment information for 2000 has not been provided as the 2000 results for the consolidated entity
included results of only a small part of what constituted the OneSteel Group at the time of the spinout from BHP.
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(SOTE G. RECEUABLES (CURRENT):

Consolidated Parent
1 2000 2001 2
$m $m $m $m
Trade receivables due from other than related parties () 390.8 297.5 - -
Provision for doubtful debts {4.3] (4.3} - -
386.5 293.2 - -
Trade receivables due from related parties 07 14.8 14.9 289
Total frade receivables 387.2 308.0 14.9 28.9
Non+rade receivables due from:
Cther unrelated parties _ 457 306.5 - -
Total current receivables 4329 614.5 14.9 289

() The value of irade receivables at 30 June 2001 would have been $94.2m {2000: $52.8m) higher but for
the sale of such receivables. Collections of $117m (2000: $80.5m) were held on behalf of the purchasers of the
receivables at 30 June 2001, and have been classified as other creditors. A reserve of $20m is held in nontrade
receivables in relafion to the sale of receivables programme.

OTE 7. OTHER FIVANGIAL ASSETS (CURRENT:
Consolidated Parent
1 2000

2001 2000
$m $m m $m

Loan to Smorgon Disfribution Limited 128.6 - - -
The loan to Smorgon Disiribution Limited (SDL) represents the balance of $285.8m initially contributed to SDL for the joint bid

for Emaif by OneSteel and Smorgon, net of $157.2m repaid during the period. The loan balance will be reduced by
the purchase of further assets from Email and repaid following the sale of the residual Email businesses. The loan is interest free.

RIOVE 8. DIVENTORIES (GCURRELTD:

Consolidated Parent
] 2000 2001 2000
$m $m $m $m
Inventories valued at the lower of cost and net realisable value
Row materials
At net redlisable value 0.3 0.7 - -
At cost 3.0 299 - -
3.3 30.6 - -
Worls in progress
At net reglisable value 8.8 0.1 - -
At cost 247 37 - -
335 3.8 - -
Finished goods
At net redlisable value 17.5 8.2 - -
At cost 304.9 2741 - -
322.4 282.3 - -
Stores, spares and other
At cost 80.9 10.1 - -
80.9 10.1 - -
Total current inventeries
At net realisable value 26.6 9.0 - -
At cost 503.5 317.8 - -
530.1 326.8 - -
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TIDYE €. OURER ASSETS (CURRENT:

Consolidated Parent
1 2000 2001 2000
$m $m $m $m
Prepaid borrowing costs 4.1 - - -
Prepaid income tax 31.2 - - -
Cther prepayments 9.0 7.5 - -
Other 1.9 14 7
Total other current assets 46.2 8.9 - -
NOTE 10. OTHER FINAKNGIAL ASSETS (NON-CURRNENT):
Consolidated Parent
1 2000 2001
Note $m $m $m $m
Investments carried af cost
Shares in controlled enfities 31
Which are not quoted on prescribed stock exchanges
Shares at cost - - 1,152.7 1,038.9
In other corporations
Which are not quoted on prescribed stock exchcnges
Shares at cost o 92 A 9.0 90 90
Total other non<current financial assets 9.2 2.0 11617 1,047.9

investments previously carried at directors valuation have been rec|ossrhed and deemed fo be carried ot cost under the
provisions of AASB 1041. (Consolidated $6.0m, Parent $50.9m|

NOVE 17, NVENTORIES (NOR-GURRELNTD:

Consolidated Parent
1 2000 2001 2000
$m $m $m $m
Inventories valued at the lower of cost and net redlisable value
Spares and other at cost 10.2 - - -
LIOTE 12, PROPERTY, PLANT AND EQUIPRIENT:
loration an
tend Buikdi EF‘lcmr cxndt E&S;k;?m;ﬂd ot
Consolidated at 30 June 2001 $m $m e i i $m
Cost:
Opening balance 87.4 184.1 639.2 - 910.7
Additions - 15.9 220 - 379
Disposals {0.6} {0.5) {18.8) - (19.9)
Acquisitions through subsidiaries and businesses acquired 267 96.4 638.1 10.7 7719
Closing balance 7 113.5 2959 1,280.5 107 1,700.6
Accumulated depreciation: )
Opening balance - 582 3342 - 3924
Depreciation for the year - 8.2 91.5 0.4 100.1
Disposals - - {16.1) - (16.1}
Closing balance - 66.4 409.6 04 476.4
Net 113.5 229.5 870.9 10.3 1,224.2
(a} Current value of land and buildings 379.1

Entities acquired by OneStee] Uid of time of spin-out
The valuations of freehold fand and buildings were based on their estimated market value ot time of spin-out from
BHP in the defermination of a fair valuation of non current assets.

Entities previously owned by OneStesl Lid af time of spin-out

Current market valuations have been obtained in relation to major freehold land and buildings for OneSteel Wire PTy tid
and OneSteel Reinforcing Pty Lid.

Land and buildings carried at revalued amounts at 30 June 2000 were reclassified fo deemed cost effective 1 July 2000.
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WOTE 13. INTAKEIBLES (NON-CURRENT]:

Consolidated Parent
200 2000 2001 2000
$m $m $m $m
Goodwill at cost 3709 266.6 - -
Accumulated amortisation 136.5 9.5 - N -
Total non<urrent intangibles 234.4 167.1 - -
NOTE 14, DEFERRED YAX ASSETS ((I0N-CURRENT):
' Consolidated Parent
1 2000 2001 2000
$m $m $m $m
Future income tax benefits attributable to timing differences 62.1 28.9 - -
Total non<urrent deferred tax assets 62.1 289 - -
OTE 18, QTHER ASSETS (NON-CURRENT):
Consclidated Parent
1 2000 2001 2000
$m $m $m $m
Prepaid borrowing costs 4.2 - - -
Deferred stripping ) 14.6 - - -
Total other noncurrent assets ‘ 18.8 - - -
(IOTE 16. PAVABLES (GURRENTD:
Consolidoted Porent
2001 2000 2001 2000
$m $m $m $m
Trade creditors due to other than related parties 256.7 170.0 - -
Other creditors due to other than related parties {a) 187.7 109.9 - -
Other creditors due to related parties - 995.1 - 1,001.9
Total current payables 4444 1,275.0 - 1,001.9

{a} Collections of $117m (2000: $80.5m) were held on behalf of the purchasers of receivables, under the debtors securitisafion programme,
at 30 June 2001, and have been classified as other creditors.

LIOYE 17. IVEREST BEARIIS LIABILITIES (CURRENT):

Consolidated Parent
1 2000 2001 2000

$m $m $m $m
Current portion of long term loans
Bank loans unsecured {note 19) 4.0 23.1 - -
Short term unsecured borrowings
Bank loans (o) 144.0 119 - -
Bank overdraft (b} 6.8 2.9
Total current interest bearing liabilities 154.8 379 - -

{a) (i) Bank loans predominately comprise $140m provided to the OneSteel Group by a syndicate of banks.
These loans have an average interest rate of 5.9% and are due for repayment in February 2002.
The bank loans are subject to the terms and conditions of the loan agreement with the banks.

(i) The remaining bank loans comprise $4m provided to the Steel & Tube Holdings Group by the
ANZ Bank New Zealand. These loans have an average interest rate of 6.2% and are due for repayment
in July 2001.

(b) The bank overdraft is provided to the Steel & Tube Holdings Group by the ANZ Bank New Zealand, under the
conditions of the Group’s Deed of Negative Pledge. The overdraft facilities may be terminated by the bank on demand.
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RIOTE 18. OVHER PROVISIONS (CURRERN):

Consolidated Parent
1 2000 2001
$m $m $m
Dividends 13.8 - 13.8
Employee entiflements 77.3 44.0 -
Restoration and rehabilitation 39 - -
Restructuring 19.6 9.8 -
Email restructuring costs 395 - -
Other 4.5 6.5 -
Total other current provisions 158.6 60.3 13.8
(IOVE 19, [WTEREST BEARING LIABILITIES (MON-CURRENT:
Consolidated Parent
2000 2001
$m $m $m
Bank loans unsecured {a) 6257 27.0 -
less
Amounts repayable within twelve months {note 17) S 40 23.1 -
Total noncurrent interest bearing liabilities 6217 3.9 -

(o) (i) Bank loans predominately comprise $610m provided to the OneSteel Group by a syndicate of banks.
These loans have an average interest rate of 5.8% and repayment dates vary from October 2003 to October 2005.
The bank loans are subject to the terms and conditions of the loan agreement with the banks.

(i} The remaining bank loans comprise $15.7m provided fo the Steel & Tube Holdings Group by the
ANZ Bank New Zecland, National Bank New Zealand and Citibank. These loans have an average interest rate of
7% and are due for repayment within one to two years. These loans are subject to the conditions of the Group's
Deed of Negative Pledge.

WOTE 20. DEFERRED TAX LIABILITIES (NON-CURRENT):

Consolidated Parent
2 2000 2001
$m $m $m
Provision for deferred income tax
- atiributable to timing differences S 136.7 - 302 -
Total non-current deferred tax liabilities - 1367 30.2 -
(OTE 20. OTHER PROVISIONS (NON-CURRENTD:
Consclidated Parent
1 2000 2001
$m $m $m
Employee entiflements ' 63.6 361 -
Restoration and rehabilitation 14.8 - -
Total other non-current provisions _ - 784 36.1 -
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(JOTE 22. CONTRIBUTED EQUIT:

2001 2000

$m $m
lssued and poid-up:
Ordinary shares 995.0 59.1
Total contributed equity 995.0 59.1
Movements in contributed equity for the year:

Number of
Ordinary shares Ordinary shares
1 2000 2001 2

000's 000's $m $m
On issue at beginning of year 29,550 29,550 59.1 59.1
Issued during the year (o) 416,504 - 933.3 -~
Issued under Employee Share Ownership plan (b) 7,144 - - -
[ssued under Executive Long Term Incentive Plan () 4,179 - - -
Issued under Dividend Reinvestment Plan {d) 2,901 - 2.6 -
On issue at end of year 460,278 29,550 995.0 59.1
Employee options aver ordinary shares in OneStee! Limited
Issue Dote 15 December 2000 9 April 2001
On issue at beginning of year - -
ssued during the year 5,330,162 241,298
Qutstanding at balance date 5,330,162 241,298
Exercised subsequent to balance date - -
Outstanding at date of Directors’ report 5,330,162 - 241,298
Number of recipients 46 1
Exercise price 92.58¢ 88.48¢
Exercise period - from 16 December 2003 10 April 2004

-to 15 December 2009 9 April 2010

Expiration date 15 December 2009 9 April 2010

{a) On the 20 October 2000, OneStee! Limited issued 416,504,126 ordinary shares to BHP in preparation for
the spin out of OneSteel from BHP.

(b} Refer to note 27 for defails of the Employee Share Ownership Scheme.
(e} Refer to note 27 for details of the Executive long Term Incentive Plan.

{d) The Dividend Reinvestment Plan provides shareholders with an opportunity to acquire additional ordinary shares
in liev of cash dividends. Shares were issued at $0.8694.
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KOTE 23. RESERVES:

Consolidated Parent
2000 2001 000
$m $m $m $m
Foreign Currency Translation Reserve
Opening balance {1.4) (3.4) - -
Exchange fluctuations on overseas net assefs 3.2 20 - -
Closing balance 1.8 (1.4) - -
(NOTE 22, RETAINED PROFTS AND DIVIDENDS:
Consclidated Parent
1 2000 2001 2000
$m $m $m $m
Retained profits at the beginning of the financial year 123.6 178.0 15.5 65.0
Dividends provided for or paid {27.5) (90.4) {27.5) {90.4)
Net profit/(loss) (28.8) 36.0 179.6 409
Retained profits at the end of the financial year 67.3 123.6 167.6 15.5
Retained profits and reserves that could be distributed
as dividends and franked out of existing franking credits. 3.6 - 0.1 -
The following dividends have been paid, declared or recommended
since the end of the preceding financial year:
On ordinary - Dividend per
shores ordinary share
m {
Interim fully franked dividend for 2001 paid 26 April 2001 13.7 0.03
Final fully franked dividend for 2001 as recommended and
declared by the directors, payable 18 October 2001 13.8 0.03
Dividerd Franking
All dividends poid or provided for will be fully franked.
[IOUE 25. QUTSIDE EQUITY INTERESTS 000 CONTROLLED ENTITIES:
Consolidated
1 2000
$m $m
Outside equity interests in controlled entifies at balance date
Share capital - ordinary 27.5 27.5
Retained profits 24.6 20.0
Total outside equity interests in controlled entities 52.1 47.5
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RIOTE 28, (LOTES VO THE STATERNERT CF GASH FLOTS:

(¢) Reconciliation of Cosh
For the purpose of the Statement of Cash Flows, cash includes cash on hand and in banks and deposits at call,
net of outstanding bank overdrafts.

Cash af the end of the financial year as shown in the Statement of Cash Flows is reconciled to the related ifems

in the Statement of Financial Position as follows: :

Consolidated Parent
2000

200 2001 2000
$m $m $m $m
Cash 14.1 20.3 - -
Bank overdrafts (6.8) (2.9) - -
Total cash and cash equivalents 7.3 17.4 - -
(b) Reconciliation of Net Profit After Income Tax fo Nef Cash Provided by Operdting Activities
Consolidated Parent
12 Months to 13 Months to 12 Months to 13 Months to
30 June 2001 30 June 2000 30 June 2001 30 June 2000
$m $m $m $m
Net profit/{loss) after income tax (22.9) 36.3 179.6 40.9
Adjusted for non cash items:
Depreciation and amortisation 1371 27.0 - -
Bad debts written off 2.8 2.8 - -
Net loss{gain} on sale of fixed assets 0.9} 1.0 - -
Net loss{gain) on sale of investments 0.7) - (0.7) -
Changes in assets and liabilities net of effects from
purchase and sale of conirolled entities and businesses:
(Increase)/decrease in receivables 0.6 45.6 - -
{Increase)/decrease in inventories (47.7) 289 - -
(Increase)/decrease in future income tax benefit {15.4) (0.6) - -
{Increase)/decrease in other assets (10.1) (8.3} - -
Increase/|decrease) in deferred tax provision 27.6 {1.1) - -
Increase/(decrease} in payables 267 (29.3) - -
Increase/(decrease) in other provisions (53.4) (1.2) - (0.4)
Net operating cash fow 43.5 1011 178.9 40.5

During the year dividends of $2.6m were paid by the issue of shares under a dividend reinvestment plan.

(¢} Controfled Endities Acquired
The following controlled entities were acquired by the OneSteel Group at the dates stated and their operating
results have been included in the Statement of Financial Performance from the relevant date.

Proportion Consolidated Consolidated
of shares 2001 2000
Date Acquired acquired $m $m
Entity and consideration given
OneSteel Manufacturing Pty Limited 1 July 2000 100%
Cash 13.0 -
OneSteel NSW Pty Limited 1 July 2000 100%
Cash 55 -
OneSteel Investments Pty Limited 1 July 2000 100%
Cash - -
OneSteel Queensland Pty Limited 1 October 2000 100%
Cash 97.2 -
Pipeline Supplies New Zealand Limited 1 May 2001 100%
Cash 51 -
Tubemakers of Australia Limited 1 June 2001 100% .
Cash - 844.0
Total consideration 120.8 844.0
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RIOVE 26. NOTES TO THE STATERENT OF CASH FLOWS (CONTIRUED):

Consclidated Consolidated
2001 2000
$m $m

The amounts of assefs ond licbilities coquired by major dass are:
Cash 1.4 20.0
Receivables 77.2 403.1
Inventories 51.2 290.9
Investments ‘ 121.6 46.7
Properly, plant and equipment 272.5 3203
Goodwill on acquisition 422 146.9
Other assets 02 18.4
Accounts payable (382.1) {237.1)
Bark overdraft (2.2) (31.0)
Provisions {61.2) (85.8)
Outside equity interest ' - (48.4)

120.8 844.0
Qutflow of cash to cegquire the enfities, net of cash aoguired:
Cash consideration 120.8 844.0
Cash acquired (1.4) (20.0)
Bank overdraft acquired 22 31.0
Qutflow of cash 121.6 855.0
{d) Controffed Entities Sold
Shares in the following controlled entities were sold by the OneSteel Group at the dates stated.

Proportion Consolidated
of shares 2001
Entity and consideration given Date of disposal disposed $m
BHP Titan Limited 30 September 2000 100%
Cash 2.4
BHP Steel Southern Africa Pty Limited 30 September 2000 100%
Cash -
The carrying amounts of assets and liabilities
disposed of by major class are:
Receivables 0.9
Property, plant and equipment 0.7
Provisions 0.1
1.5

inflow of cash on disposal of entities, net of cosh disposed:
Cash proceeds 2.4
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(IOUE 27. CRIPLOYEE ENTITLECLENTS:

Consolidated Parent
2001 2001

The number of employees employed at 30 June are: 7,379 -

(e} Employes Share and Option Ownership Schemas
OneSteel provides the following share and opfion plans for employees.

Employees with three months service on 19 October 2000 were invited to parficipate in either the Tax Exempt or Tax
Deferred Share Plans. Both plans offered a free parcel of shares based on the weighted average price of OneSteel shares
traded on the Australian Stock Exchange for the five days up to and including the date of issue {1 December 2000). The
value of the parcel of shares was $500 for employees parficipating in the Tex Exempt Plan and $1,000 for employees
participating in the Tax Deferred Plan.

Both the Tax Exempt and Tax Deferred Plans also provide for salary sacrifice contributions to purchase shares on-market
on a monthly basis. Under the Tax Deferred Plan, salary sacrifice contributions are matched by way of monthly issue of
shares to the employee to a maximum value of $2,000. Matching shares are issued with a price equal to that of the
onmarket purchase price.

Two Executive Share Plans were established for senior management: a resricted stock share plan and an option plan.
The issue price of the shares and the exercise price of the options were based on the same weighted average price used

for the issue on 1 December 2000 under the employee plans, except for the issue of shares and options on the 9 April 2001,

This was based on the weighted price for the five days ending on that date. Both shares and options issued under these
plans are subject to performance hurdles and a thres-year vesting period.

Details of the Employee Share and Option Plans are as follows:

Ord Shares
2001
Employee Share Plan
Total number issued to employees during the year (000’s) 7,144
Total number issued to employees since the commencement of the scheme (000's) 7144
Total number of employees eligible fo participate in the scheme 6,202
Total market value of issues during the year ($ million) 7
Proceeds received and receivable from issues during the year ($ million) -
Ord Shares Options
2001 2p00|
Executive Long Term Incentive Plan
Total number issued to employees during the year (000's) 4,179 5,571
Total number issued to employees since the commencement of the scheme (000's) 4,179 5,571
Total number of employees eligible to participate in the scheme 47 47
Total market value of issues during the year ($ million) 4 NA
Proceeds received and receivable from issues during the year ($ million) - NA

The shares and options issued under the Executive Long Term Incentive Plan are exercisable from 16 December 2003, or in
the case of 180,974 shares and 241,298 options issued on @ April 2001, from 10 April 2004, subject to the company
achieving specific performance hurdles. The exercise price is $2.58 cents for the options issued in December 2000, or
88.48 cents for the options issued in April 2001. The options have a maximum life of nine years. The performance hurdles
relate to two comparative groups {the Australian Consumer Price Index plus 5% and the ASX All Industrials Accumulation
Index excluding banks, media and telecommunications) which are measured against OneSteel’s performance in terms of
total shareholder refurn. Due fo the nature of the performance hurdies and the short period that the company has been in
operation, the value of these shares and opfions is considered to be indeterminable.

{b) Superannuaiion

2001
Accrued Plan Net surplus Vested
benefits assefs (defici benefits
Fund type $m $m $m $m
Nome of fund
OneSteel Superannuation Fund Defined benefit 667.9 674.3 6.4 667.9

The OneSteel Superannuation Fund begen effective 1 February 2001. The volue of assets fransferred from the BHP Fund
was based on the formula included in the Deed of Temporary Adherence. As part of the BHP Fund the OneSteel component
was subject to friennial reviews conducted by Watson Wyat, the last of these reviews was conducted at 30 June 2000.

An actuarial investigation of the OneSteel Fund as at the 30 June 2001 is currenfly underway.




LOTE 28. GAPITAL EXPENDITURE AND LEASE CORIRIITLIENTS:
Consolidated Parent
1 2000

2001 2000

$m $m $m $m
Copital expenditure commitments
Commitments arising from confracts for expenditure
in respect of investments and property, plant and equipment
to the extent not provided for in the accounts
Due not later than one year 7.0 6.8 - -
Capital Commitments ‘ 7.0 6.8 - -
Lease expenditure commitments
Operating leases
Due not later than one year 26.7 15.7 - -
Due within one to two years 20.0 12.4 - -
Due within two to five years 34.1 19.6 - -
Due later than five years 28.5 40 - -
Total commitments under operating leases 109.3 51.7 - -

GIOTE 29, CONTINGERT LIABILITIES:

Contingent fiabilities at balance date not otherwise provided for in the financicl statements are categorised as follows:

Consolidated Parent
2001 2001
$m $m
Guarantees and indemnities:
{a) Performance of contracts 15.6 2.8
{b) Bank guarantees covering workers compensafion
self insurance licenses 442 44.2

{c) As explained in Note 31 OneSteel has entered into a Deed of Cross Guarantee in accordance with a class order
issued by the Australian Securities and Investment Commission. OneSteel Limited, and all the controlled entities which
are a party to the deed, have guaranteed the repayment of all current and future creditors in the event any of these
companies are wound up.

Third party claims:
OneSteel has been involved from time to fime in various claims and lawsuits incidental to the ordinary course of business,

including claims for damages and commercial disputes relating fo its products and services. Based on legal advice
cbtained, the Directors do not expect any significant liability to eventuate.

RIOVE 30. FINANCING ARRANGERENTS:

Drawn

Accessible Down Unused
Consolidated at 30 June 2001 $m $m $m
Accounts receivable securitisation (@) 200.0 191.2 8.8
Working capital facility {b) 50.0 0.0 50.0
Bank loan facility {e) 1,110.0 7697 . 3403
Bank overdraft {d) 17.2 6.8 10.4
Total financing facilities 1,377.2 967.7 409.5

{a) No specified expiry date, uncommitied facility.

(b) Expires October 2001.

(c) Various facilities with a range of expiry dates from October 2001 to October 2005.
(d) Various facilities with a range of expiry dates from October 2001 to February 2002.
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[Z0TE 31. CONTROLLED ERUTES:
The consolidated financial statements at 30 June 2001 include the following entities.

Place of % of shares held

Notes incorporation 2001 2
Entity
OneSteel Limited (formerly AW! Holdings Limited) (a) Australia
Aquila Steel Company Pty Ltd {b) Australia 100 100
Australian Wire Industries Pty Limited (b) Australia 100 100
AWI Holdings Pty Limited (formerly Stewarts and Lloyds {Australia) Pty Lid) (b} Australia 100 100
Corumba Pty Limited {b) Australia 100 100
J Murray-More {Holdings) Pty Limited {b) Australia 100 100
John Stansfield-Smith Pty Limited {b) Australia 100 100
Metpol Pty Limited {b) Australia 100 100
OneSteel Finance Ply Limited Australia 100 -
OneSteel Investments Pty Limited {formerly Votraint No 1243 Pty Ltd) {b) Australia 100 -
OneSteel Manufacturing Pty Limited {formerly BHP Rail Products Py Ltd) {b) Australia 100 -
OneSteel MBS Pty Limited {b) Australia 100 -
OneSteel NSW Pty Limited {formerly INSW BHP Steel Pty Ltd) {b) Australia 100 -
OneSteel NZ Limited New Zealand 100 -
OneSteel Queensland Pty Limited (formerly Qld BHP Steel Pty Ltd) (b) Australia 100 -
OneSteel Reinforcing Pty Limited (formerly BHP Steel (RP) Pty Ltd) (b) Australia 100 100
OneSteel Wire Pry Limited {formerly BHP Steel {AWI) Piy Ltd) (b) Australia 100 100
Pipeline Supplies New Zealand Limited New Zealand 100 -
Reosteel Pty Limited {b) Australia 100 100
Tubemakers of Australia Limited (b) Australia 100 100
Tubemakers of New Zealand Limited New Zealand 100 100
Tubemakers Properties Pty Limited {b) Australia 100 100
Tubemakers Somerton Pty Limited (b) Australia 100 100
Steel & Tube Holdings Limited New Zealand 50.32 50.01
CP Reinforcing Limited New Zealand 50.32 50.01
CP Steel Limited New Zealand 50.32 50.01
David Crozier Limited New Zealand 50.32 50.01
EMCO Group Limited New Zealand 50.32 50.01
EMCO Group Superannuation Fund Limited New Zecland 50.32 50.01 |
Fastening Supplies Limited New Zeoland 50.32 50.01
Longrun Industries Limited New Zealand 50.32 50.01
Macinery Limited New Zealand 50.32 50.01
Metal Sales Limited New Zecland 50.32 50.01
NZMC Limited New Zealand 50.32 50.01
Robt Stone (Malaysia) Sdn Bhd Malaysia 50.32 50.01
Steel & Tube New Zealand Limited - New Zealand 50.32 50.01
Steel Warehouse Limited New Zecland 50.32 50.01
Stewart Steel Limited New Zecland 50.32 50.01
Stube Industries Limited New Zealand 50.32 50.01
A ] Forsyth & Company Limited Canada 74.66 74.51

(@) OneSteel Limited, a public company, is domiciled in Sydney, Australia
The Registered office is located at:
Level 23
1 York Street
Sydney NSW 2000

{b) These companies have entered info a deed of cross guarantee dated 26 March 1993 with OneSteel Limited, as
amended by an assumption deed dated 22 May 2001, which provides that all parties to the deed will guarantee
to each creditor payment in full of any debt of each company participating in the deed on winding up of that company.
As a result of a Class Order issued by the Ausiralian Securities and Investment Commission, these companies are
relieved from the requirement to prepare financial statements.

The consolidated Statement of Financial Performance and Statement of Financial Position of all entities in the class
order “closed group” are set out in foomote (c].

The financial years of all confrolied entities are the same as that of the parent entity.
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(IOTE 31. CONTROLLED ENTIVIES (CONTIIUED):

(¢} Financial information for class order closed group

OneSteel Limited Closed Group
Statement of Financiel Positicn
at 30 June 2001
Consolidated
2001
$m
Current Assels
Cash assets 66.7
Receivables 932.4
Inventories 475.5
Other 44 .4
Total Current Assels 1,519.0
Non-Current Assets
Investments 54.4
Inventories 10.2
Property, plant and equipment 1,171.5
Intangibles ' 225.4
Deferred tax assets 60.9
Other 14.6
Total Non-Current Assets 1,537.0
Teotal Assets 3,056.0
Current Liobilities
Payables 412.6
Interest bearing liabilities 1,235.0
Other provisions 141.7
Total Current Liabilities 1,789.3
Non-Current Liabilities
Deferred tax liabilities 134.2
Other provisions 79.5
Total Non-Current Liabilities 213.7
Total Lichilities 2,003.0
Net Assels 1,053.0
Equity
Contributed equity 995.0
Retained profits 58.0
Total Equity 1,053.0
OneStes] Limited Closed Group
Statement of Financial Performance
for the year ended 30 June 2001
Sales revenue 2,277.3
Cost of sales 1,866.2
Gross profit 4111
Other revenues from ordinary activifies 373
Operating expenses excluding borrowing costs 3755
Restructuring costs 657
Borrowing costs 50.4
Loss from ordinary activiies before income tax (43.2)
Income tax benefit relating to ordinary activities (9.7)
Net loss from ordinary activities after related income tax benefit {33.5)
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(OTE 32. RERITNERATICN OF OFFIGERS:

Consolidated Parent
2001 2001
$m $m
(@) Income of Direclors
Amounts received or due and receivable by Directors of OneSteel Limited - 2.8
Amounts received or due and receivable by Directors of OneSteel Group conirolled entifies 7.8 -
The numbers of directors of the parent entity who were paid, or were due to be paid, income (including brokerage,
commissions, bonuses, retirement payments and salaries}, directly or indirectly from the company or any related
party, as shown in the following bands, were:
Parent
2001
Number
Direciors whose fofal income was between
$ 0 - 9,999 2
$ 50,000 59,999 5
$ 100,000 109,999 1
$ 180,000 189,999 1
$ 560,000 569,999 1
$ 1,590,000 1,599,999 1
Consolidated Parent
2001 2001
$m $m
(B) Income of Executive officers
Amounts received or due and receivable by executive officers
{including executive directors] whose income exceeds $100,000 59 -
Consolidated Parent
2001 1
Number Number

Executive officers whose total income was between ($)
$ 120,000 - 129,999
$ 260,000 - 269,999
$ 350,000 - 359,999
$ 410,000 - 419,999
$ 580,000 - 589,999
$ 1,050,000 - 1,059,999
$ 1,370,000 - 1,379,999
$ 1,640,000 - 1,649,999

]
]
1
1
1
1
1
1

{a) Income of executives comprises amounts paid or payable to executive officers domiciled in Australia
indirectly, by the consolidated enfity or any related party in connection with the management of the affairs of the entity

or consolidated entity, whether as executive officers or otherwise.

(b) An executive officer is a person who is directly accountable and responsible for the strategic direction and

operational management of the OneSteel Group.

{c) Comparatives have not been included for 2000 as directors and officers were not paid for their services to

OneSteel in that year.

DA
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NOTE 33, RECIUNERATION OF AUDITORS:

Consolidated Parent
1 2000 2001 2000
$ $ $
Amounts received or due and receivable by the
auditors of the OneSteel Entity for:
Audit of accounts of OneSteel and its controlled entities 650,398 322,859 100,000 82,863
Other services — includes amounts in respect of the Email
acquisition and taxation services 1,265,521 - - : -
- 1,915,919 322,859 100,000 82,863

Amounts received or due and receivable by auditors
other than the auditors of the OneSteel Entity for:
Audit of accounts of OneSteel and its controlled entities 216,086 213,448 - -
Other services 213,685 170,446 - -

‘ 429,771 383,894 - -

NOTE 4. RELATED PARTY DISCLOSURES:

(o) Directors
The following persons held the position of director of OneSteel Limited during all of the last two financial years unless
otherwise stated:

P J Smedley Appointed 23 October 2000
R L Every Appointed 13 July 2000
E J Doyle Appointed 23 October 2000
C R Galbraith Appointed 23 October 2000
D E Meiklejohn Appointed 23 October 2000
D A Pritchard Appointed 23 October 2000
N J Roach Appointed 23 October 2000
B L Carrasco Appointed 14 April 2000, Resigned 18 June 2001
M E Hedges Resigned 23 October 2000
G M Day Resigned 13 July 2000
C R Keast Resigned 13 July 2000
L E Hockridge Resigned 14 April 2000
(b) Directors’ shareheldings
Shares Rights Shares
issued by issued by issued by
Parent Enlity Parent Enfity Controlled Entities
2001 2001 2001
Shares and share options acquired during the year:
Ordinary shares 256,416 1,847,052 -
Ordinary share options 2,462,735 - -
Shares and share options held ot end of the year:
Directly -
Ordinary shares 256,416 1,847,052 6,000
Ordinary share opfions 2,462,735 - -
Indirectly -
Ordinary shares - -

(c) Other Director fransacticns

Directors of OneStee! Limited and directors of its related parties, or their directorrelated entities, conduct transactions with
entities within the OneSteel Group that occur within a normal employee, customer or supplier relationship on terms and
conditions no more favourable than those with which it i reasonable to expect the entity would have adopted if dealing
with the director or directorrelated entity at an arm’s length in similar circumstances. These transactions include the following
and have been quantified below where the transactions are considered to be of interest fo users of these financial stafements:

Provision of legal services by Allens Arthur Robinson in which Mr C R Galbraith is o partner, to the value of $1,640,012.
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[IOTE 3. RELATED PARTY DISCLOSTRES (CONTINTED):

(d) Trensactions with Related Parties in the Wholly-Owned Group
In addition to the transactions set out in Note 2, the parent entity entered into the following transactions with related parties
in the wholly-owned group.

- loans were received and repaid
~ management fees were received and paid

These fransactions were undertaken on commercial terms and conditions.
The ownership inferests in related parties in the wholly-owned group are set out in Note 31.

(e) Transoctions with Related Porfies

Consolidated Parent

1 2000 2001
Transaction lype Class of reloted party $m $m $m $m
Loans to other related parfies
Loan advances Controlled entities - - 14.9 -
Interest received Confrolled entities - - 0.1 -
Orther ransaciions
Management fees paid Confrolled entities - - 35 -
Management fees received Controlled entities - - 4.5 -
Dividends received Controlled entities - - 177.4 40.6
Royalties received Related entities 07 - 0.7 -

() Other Related Parties

Bekaert Australia Steel Cord Ply ltd is 50% owned by Onesteel Limited. Transactions consist of the
supply of wire products undertaken on commercial terms and conditions. The value of sales and
balances included in the Financial Statements are:

2001 2000

$m $m

Sale of goods 3.1 4.1
Trade receivables 0.7 0.7

The BHP Group of companies were related parties of OneSteel up until the spin-out in October 2000. All ransactions
with the BHP Group are conducted within normal customer or supplier relationship on an arm’s length basis.

NOTE 38. FINANGIAL INSTRUNIENTS:
(o) Cbjaciives for Holding Derivative Financial Instruments

The OneStéel Group uses derivative financial instruments to manage specifically identified interest rate and foreign currency risks. The
OneSteel Group is primarily exposed to the risk of adverse movemenis in the Australian dollar relative to certain foreign currencies,
including the United States dollar, Japanese yen and New Zealand dollar and movements in interest rates. The purposes for which specific
derivative instruments are used are as follows:

Forward exchange contracts are transacted to hedge the Australian dollar value of foreign currency receipts or payments arising from both
anticipated export sales and the purchase of raw materials and products for resale. All foreign currency forward contracts are
denominated in a single foreign currency and contracted against Ausiralian and New Zealand dollars.

The OneSteel Group raises short and long term debt at both fixed and floating rates. Interest rate swap agreements are used to convert
floating inferest rate exposures on cerfain debt to fixed rates. These swaps entfifle the OneSteel Group to receive, or oblige it to pay, the
amounts, if any, by which actual interest payments on nominated loan amounts exceed or fall below specified inferest amounts.
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[IOTE 38, FINANCIAL INSTRUGENTS (CONTINUED):

(b} Inferest rate risk exposures

The OneSteel Group is exposed fo interest rate risk through primary financial assets and liabilities, modified through derivative financial
instruments such as inferest rate and cross currency swaps and interest rate options. The table below summarises interest rate risk for the
OneSteel Group together with effective interest rates at 30 June 2001.

Floating Fixed inferest rate maturing in Average interest
ol e Dar Vgohen Nl el bed
2001 gm $m i?nq g?nc ° $m 9 $m % S %
Financial assets
Cash 14.1 - - - - 14.1 4.6%
Trade receivables (o) 32.2 - - - 355.0 387.2 10.4%
Other financial assets - - - - 128.6 128.6
. 46.3 - - - 483.6 5299
Finandial liabilities
Trade creditors - - - - 2567 256.7
Bank loans 776.5 - - -~ - 776.5 5.9%
Interest rate swaps (575.0) 100.0 4750 - - - 4.8% 6.0%
201.5 100.0 4750 - 2567 1,033.2
{a) net of of trade receivables sold
Floating Fixed interest rate maturing in Average inferest
interest 1 year rlto ore than  Non—interest rate (%pa)
rate or less 5 years 5 years bearing Total Floafing Fixed
2000 $m $m g?nq gm $m $m % %
Finarcial assels
Cash - - - - 20.3 20.3
Trade receivables (o) 36.3 - - - 2717 308.0 10.1%
Other financial assets - - - - - -
36.3 - - - 292.0 328.3
Firancia! licbilifies
Trade creditors - - - - 170.0 170.0
Bank loans () - 37.9 3.9 - - 41.8 6.0%
Interest rate swaps - - - - - -
- 37.9 3.9 - 170.0 211.8

{a) net of trade receivables sold

{b} only bank loans of the Steel & Tube Holdings Group have been included as the balance of the loans were intercompany with BHP

(c) Foreign exchangs

The OneSteel Group is exposed to foreign currency exchange risk through primary financial assets ond liabilities, and anticipated
future fransaction modified through derivative financial instruments such as forward exchange agreements, currency opfions and
currency swaps. The following table summarises by currency, in Australian dollars, the foreign exchange risk in respect of recognised
financial assets, liabilities and derivatives entered to hedge anficipated future transactions. Financial assets and liability captions in
which all amounts are denominated in Australian dollars are not included in these tables.

Australian United States New Zealand

dollars dollars dollars Other Total
2001 m $m m $m m
Financial assets
Cash 13.2 - 0.9 - 14.1
Trade receivables (a) 314.2 1.3 61.7 - 387.2
Forward exchange confracts 558 {53.3) (2.2) (0.3) -
383.2 (42.0) 60.4 (0.3) 401.3
{a) net of rade receivables sold '
Finencial Eabiites
Trade creditors 198.7 2.5 16.7 38.8 256.7
Sundry creditors 182.5 - 52 - 187.7
Bank loans 750.0 - 14.8 1.7 776.5
Forward exchange contracts 534 149.7) 1.9 (5.6) -
1,184.6 (47.2) 38.6 449 1,220.9
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NOTE 3%, FINANCIAL INSTRUGIENTS (CONTINUED):
(¢} Foreign exchange (confinwed)

The following table summarises by currency the Australian dellar value of forward foreign exchange agreements and foreign currency
options. Foreign currency amounts are franslated at rates current at the reporting date. The ‘buy’ amounts represent the Australian dollar
equivalent of commitments to purchase foreign currencies, and the ‘sell’ amount represents the Australian dollar equivalent of commitments
to sell foreign currencies. Contracts to buy and sell foreign currency are entered into from time to time to offset purchase and sale
obligations so as to maintain a desired hedge position.

2001 2000
wver xchange r Il
Currency QOeO?ge exch geZ&')% %Ur?\l %enLl B$Urz %em
United Stotes dellars:
3 months or less 0.522 0.544 192 29.9 2.3 -
Over 3 to 12 months 0.524 - 30.5 23.4 - -
497 533 2.3 -
Japaness Yen
3 months or less 61.89 - 2.4 0.3 - -
Over 3 to 12 months 60.83 - 09 - - -
. 3.3 0.3 - -
New Zealond dellar
3 months or less 1.2465 - 1.9 2.2 - -
1.9 2.2 - -
(d) Credit risk exposures

Credit exposure represents the extent of credit related losses that the OneSteel Group may be subject to on amounts to be exchanged
under derivatives or to be received from financial assets. The notional amounts of derivatives are not a measure of this exposure. The
OneSteel Group, while exposed to credit related losses in the event of nonperformance by counterparties to financial instruments, does not
expect any counterparties to fail to meet their obligations given their high credit ratings. Where appropriate, collateral is obtained in the
form of rights to securities and master netting agreements. The credit exposure is represented by the net fair value of coniracts with a
positive fair value at balance date, reduced by the effects of master netting agreements.

The OneSteel Group's exposures to on balance sheet credit risk are as indicated by the carrying amounts of its financial assets. Concentrafions
of credit risk (whether on balance sheet or offbalance sheet] that arise from derivative instruments exist for groups of counterparfies when they
have similar economic characteristics that would cause their ability to meet confractual obligafions to be similarly affected by changes in
economic or other condifions. The consolidated entity does not have a significant exposure to any individual counterparty.

The following table summarises the OneSteel Group's credit exposure on derivative financial instruments with a positive net fair
value and has been reduced by unfavourable contracts with the same counterparty pursuant to master netting agreements, which
will not be seffled before the favourable contracts:

Consolidated
1 2
$m $m
Derivatives
Inferest rate swaps (2.7) -
Foreign exchange confracts 0.8 2.5
(1.9) (2.5

The OneSteel Group minimises concentration of credit risk by undertaking transactions with a large number of debtors in various countries
and industries.

The maijor geographic concentrations of credit risk arise for the location of the counterparties to the OneSteel Group’s financial assets as
shown in the following table:

Consolidated

2001 2000

$m $m

Location of credit risk

Australia 497 .6 566.8
New Zealand ‘ 48.7 38.5
North America 13.1 18.2

Other 11.3 -
570.7 623.5
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NOTE 39. FINANGIAL INSTRUENTS (CCMTINUED):
{d) Credit risk exposures (confinued)

Concentration of credit risk on financial assets are indicated in the following table by percentages of the total balance receivable from
customers in the specifies categories.

Consolidated
1 2

$m $m
Industry classification
Building and construction industry ) 52 53
Manufacturing industry 17 19
Mining industry 10 10
Other 21 18

The credit risk amounts do not take into account the value of any collateral or security. Receivables due from major counterparties are not
normally secured by collateral, however the credit worthiness of counterparties is regulorly monitored. The amounts of credit risk shown,
therefore, do not reflect expected losses.

() Neet fair valus of financial assets and labilites

The carrying amounts and estimated net fair values of financial assets and financial lichilities {including derivatives) held at balance
date are given below. Short term instruments where carrying amounts approximate net fair values, are omitted. The net fair value of
financial asset or a financial liability is the amount at which the asset could be exchanged, or liability settled in @ current fransaction
between willing parties after allowing for fransaction costs.

Consclidated
2001 2000
Carrying Net Fair Carrying Net Fair
Value Value Valve Valve
m m m m

Currency
Financial licbilifies:
Long ferm debt ~ 6217 621.9 3.9 4.2
Derivatives:
Foreign exchange contracts - 0.8 - (2.5)
Interest rate swaps - 2.7} - -

The carrying amounts in the table are included in the Statement of Financial Position under the indicated captions.
The following methods and assumptions were used to estimate the net fair value of each class of financial instrument:

Short and long ferm debt
The net fair value of short and long term debt is estimated by discounting expected cash flows at the interest rate currently offered
to the OneSteel Group for debt of the same remaining maturities and security plus costs expected to be incurred were the liability seftled.

Swaps and options
The net fair value is estimoted by discounting the anticipated future cash flows to their present value, based on interest rates exisfing
at the respective balance dates less an aliowance for estimated disposal costs.

Foreign exchange contracts and options
The net fair value of forward foreign exchange contracts is defermined by reference to amounts quoted by the OneSteel Group’s banks.

{f) Hedges of Anficipated Future Transaciions

The following table summarises deferred realised and unrealised gains and losses on forward exchange contracts entered as hedges of
future anticipated purchases and sales, showing the periods in which they are expected to be recognised as a component of the purchase
or sale ransaction when it occurs.

Where foreign currency hedges are terminated prior to their maturity date, the gain or loss on termination'is not brought to account until
the hedged transaction occurs. At the fime that the hedged transaction is no longer expected fo occur, both realised and unrealised gains
and losses on the hedge fransactfion are immediately recognised in the Statement of Financial Performance.

2001
Gains Losses
$m m
Expected recognifion period
Within one year 3.1 2.3




UIrectors  vecidration

The directors declare that:
{a) the financial siatements and associated notes comply with Accounting Standards and Urgent Issues Group Consensus Views;

{b) the financia! siatements and notes give a frue and fair view of the financial position as at 30 June 2001 and performance of the
company and consolidated entity for the year then ended;

(¢} in the directors’ opinion;

(i} there are reasonable grounds to believe that the company will be able to pay its debts as and when they become dve and
payable, and the companies and parent entity who are party to the deed described in note 31, will together be able to meet
any obligations or liabilities fo which they are, or may become subject to, by virtue of the deed of cross gucrantee dated
22 May 2001; and

(i) the financial statements and notes are in accordance with the Corporations Act {2001), including sections 296 and 297.

Made in accordance with a resolution of the directors.

Peter Smedley

Chairman

Robert Every
Managing Director

Sydney
21 August 2001
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inaepenaent Audit Report

To the Members of CneSteel Limited

Scope

We have audited the Full Financial Report of OneSteel Limited for the financial year ended 30 June 2001 as set out on pages 5 to 32.
The Full Financial Report includes the consolidated financial statements of the consolidated entity comprising the company and the entifies it
controlled at the year's end or from time to time during the financial year. The company’s directors are responsible for the Full Financial
Report. We have conducted an independent audit of the Full Financial Report in order to express an opinion on it to the members of the

company.

Our audit has been conducted in accordance with Australian Audifing Standards to provide reasonable assurance whether the Full
Financial Report is free of material misstatement. Our procedures included examination, on a test basis, of evidence supporting the
amounts and other disclosures in the full financial report, and the evaluation of accounting policies and significant accounting estimates.
These procedures have been undertaken to form an opinion whether, in all material respects, the Full Financial Report is presented fairly in
accordance with Accounting Standards, other mandatory professional reporting requirements and statutory requirements in Australia, so as
to present a view which is consistent with our understonding of the company’s and the consolidated entfity’s financial position and
performance as represented by the results of their operations and their cash flows.

The audit opinion expressed in this report has been formed on the above basis.
Audit Cpinion
In our opinion, the Full Financial Report of OneSteel Limited is in accordance with:

(o} the Corporations Act (2001), including:

{ij giving a frue and fair view of the company’s and consolidated entity’s financial position as at 30 June 2001 and of their
performance for the year ended on that date; and

fii) complying with Accounting Standards and the Corporations Regulations {2001); and
{b) other mandatory professional reporfing requirements.

St ) A sl o

ARTHUR ANDERSEN
Chartered Accountants

CRAIG M. JACKSON
Partner

Sydney
21 August 2001
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WULIBER OF SHARENTLEERS

There were 206,755 shareholders at 7 September 2001, There is only one class of share, ordinary fully paid shares. Al issued shares
carry voting rights on a oneforone basis.

Disiribution of Shareholdings at 7 Seplember 2001

Range of Holdings Number of Shareholders % of Total Holders  Number of Shares % of Total Shares
1-1,000 166,315 80.44 38,964,822 8.45
1,001-5,000 29,725 14.38 63,679,932 13.82
5,001-10,000 5,626 272 41,794,942 .07
10,001-100,000 4918 2.38 104,219,160 22.61
100,001 and over 171 0.08 212,294,468 46.05
Total 206,753 100.C0 460,953,324 100.50

Unmarketable Parcels
There were 140,657 members holding less than a marketable parcel of shares in the company, as at 7 September 2001.
Uisting
The company’s shares are quoted on the Australian Stock Exchange.
Twenly lorgest Shareholders af 7 September 2001

Number of Shares % of Total Shares
PTA Nominees limited 30,295,761 6.57
National Nominees Ltd 22,775,255 4.94
Westpac Custodian Nominees Lid 15,826,595 3.43
OneSteel Share Plans Pty Limited (deferred plan a/c) 14,681,833 3.19
Chase Manhattan Nominees Lid 14,665,596 3.18
Japan Resources Limited 9,309,000 2.02
HKBA Nominess Limited 8,838,105 1.92
Queensland Investment Corporation 8,553,701 1.86
Australian Mutual Provident Society 8,416,553 1.83
JG Pastoral Pty Lid 5,012,500 1.09
The Homestead (Tolga) Pty Lid 5,000,000 1.08
MLC Group of Companies 4,481,879 0.97
Tyndall Life Insurance Company Limited 4,282,300 0.93
Royal & Sun Alliance Life 3,717,385 081
Guardian Trust Australia Limited [TASWP a/c} 2,925,621 0.63
Mitsubishi Development Pty ltd 2,491,723 0.54
CSS Board 2,469,495 0.54
Commonwedalth Custodian Services Lid 2,444,815 0.53
ANZ Nominees Limited 2,296,722 0.50
Health Super Ply Lid 2,123,179 0.46
Total 170,608,018 37.02
Totnl Issved Shores 460,653,324
Substantial sharsholders as defined by the
Corporations Law (holding of least 5% of shares):
PTA Nominees Limited 30,295,761 6.57
Unquoted equily securities
Options over ordinary shares issued pursuant to the OneSteel executive share/option plan:
o Number of employees participating 47
o Number of securities 5,571,460
SHAREHOLDER INFORMATITN
Share Regisiry
Shareholders with queries about anything related to their shareholding should contact the OneSteel Share Regisiry in Sydney on telephone
1300 364 787 or +61 3 9615 5918. Alternatively, shareholders may wish to write to:

Computershare Investor Services Pty Limited
Level 3, 60 Carrington Street

Sydney NSW 2000

Australia

Or on facsimile: +61 2 8234 5050




Details of individual shareholdings can be checked conveniently and simply through visiting our Registrar’s website ot
www.computershare.com and clicking on Investor Centre button. For security reasons, you then need to key in your Securityholder
Reference Number [SRN) or Holder Identification Number (HIN) plus family name and postcode, to enable access to personal information.

Dividends
The company proposes to pay dividends in October and April. Shareholders should retain for taxation purposes full details of dividend
payments.

The following options are available to shareholders regarding payment of dividends:
1. By direct deposit to an Australian bank, building society or credit union account; or

2. By cheque payable to the shareholder. Lost or stolen cheques should be reported immediately to the OneStee! Share Registry, in
wrifing, to enable stop payment and replacement.

Shareholders may choose to have their dividends paid directly into a nominated bank, building society or credit union account anywhere
in Australia. Payments are electronically credited on the dividend date and confirmed by a payment advice sent o the shareholder.
Request forms for this service are available from the OneSteel Share Regisiry or by visiting www.computershare.com

Tax File Numbers
OneSteel is required to withhold tax at the rate of 48.5% on any unfranked component of dividends or interest paid to investors resident in

Australia who have not supplied the company with a tax file number (TFN) or exemption form. Investors are not required by law to provide
their TFN if they do not wish to do so.

Stock Exchange Uisting

OneSteel are listed on the Australian Stock Exchange. All shares are recorded on the principal share register, which is located in
New South Wales.

Publications
The company’s Annual Review is the main source of information for investors and is mailed to shareholders in October.
Other sources of information, which will be available on the Internet, are:

1. The Choirman’s address to the annual general meeting, which will be available on the Internet; and
2. The half year financial report reviewing the July-December half year, which will be available on the Internet.

Shareholders wishing to receive company information electronically via email, instead of by mail, may register their email address with the
company’s online shareholder regisiry as follows:

© visit www.computershare.com

° click on Investors

° click on Registry Service

o click on Your Shareholding

© Next, type the company name, OneSteel Limited, or simply the company code, OST

o Then, next to Check Your Securities, click the ‘go’ button. You will then need to enter your personal security information; Holder
identification Number (HiN) or Security Holder Reference Number [SRNJ; family or company name and postcode; and click ‘Go’

© From there, click on ‘Go’ for Communication Details and follow the prompts

After you have entered your e-mail address and selected which publications you wish to receive, an email will be sent to you for
confirmation purposes.

When you receive it, just click on “reply” to confirm your details, then “send”.

Internet Address
Shareholder information may be obtained from the Shareholder Information section of the OneStee! website — www.onesteel.com

Change of Address

Issuer sponsored shareholders should netify the OneSteel Share Registry immediately, in writing, signed by the shareholder/s, of any
change to their registered address. For added security, shareholders should quote their previous address and Securityholder Reference
Number (SRN). CHESS uncertified shareholders should advise their sponsoring broker or non-broker participant.

Removal from Mailing List

Shareholders who do not wish to receive the Annual Review should advise the OneSteel Share Registry, in writing, noting their SRN
or HIN,

Change of Name
Shareholders who change their name should notify the OneSteel Share Registry, in writing, and attach a certified copy of a relevant
marriage certificate or deed poll.

Buy-back

There is no current on-market buy-back in place.

35




rro-10fid

The numbers in the Statistical Information Section, have been Erepored on a proforma basis as the Statutory Accounts do not include the trading of
all the OneSteet Group for the full 12 month period. The purchase of assefs were completed at different fimes between july and October 2000.

The proforma numbers include the results of all businesses as if the assets (including the Whyalla Steelworks inventories and receivables) and
operations of all businesses were part of the OneSteel Group from 1 July 2000. Funding costs have also been calculated on the basis that
OneSteel was consistently geared from 1 July 2000.

(EY FINASIGING STATISTICS — 12 CITNITHS ERIDIR 3071 JUNE - AS MILL0NS
2001 2000 2001 2000

$m $m $m $m
Sales Revenue 2,637.7 2,959 Capital and Investment Expenditure 108.4 167.6
Other Revenue 141.5 17.4 Inventories 540.3 608.0
Total Revenue 27792 29765 Shareholders’ Equity 1,116.2 1,162.5
Earnings Before Interest Tax Depreciation Employees ‘000 7379 7,271
Amortisation (EBITDA} 181.7 268.0 Sales per employee $'000
Earnings Before Interest Tax {EBIT) 377 155.2 (includes Email employees May & June) 357.5 4070
Net Interest 618 Net Tangible Asset Backing ($ per share) 1.81 2.03
Profit/{Loss) Before Tax (24.1) EBIT margin on Sales (%) 1.4 52
Tox expense/ (Benefit) 2.1) EBIT return on funds employed (%) 20 77
Net Profit/(Loss) After Tax and minorities (INPAT) (27.9) Return on Equity (%) NA
Cash Flow from operations 170.1 Gearing (net debt:net debt plus equity) (%) 40.6 42.4
Total Assets 2,710.8 26284 Interest Cover (times) 0.6
Funds Employed 1,878.6 2,019.7 Earnings per Share (cents) 6.0
Liabilifies 1,594.6 1,465.9 Dividends per Ordinary Share (cents) 6.0
Net Debt 7624 8572 Payout Ratio (%) 116.5
TOIES PREDUCED AND DISPATECEED - 12 [ITHTIS ENDING 30TR JUNE

2001 2000

Domestic Export Total Domestic Export Total
Produced 1,438,770 1,835,822
Dispatched 1,846,503 278,570 2,125,073 2,239,753 427,901 2,667,654

Notes: The 2000 tofal production figure includes 434,397 tonnes of raw steel produced by the Newcastle Steelworks, which was closed in
September 1999. The difference between tonnes produced and fonnes dispatched is due fo the supply of other products to OneSteel for resale.

ORE RESERVES AD LINERAL RESQUACES - AS AT 30 JUKE 2001

OneSteel’s estimates of Ore Reserves and Mineral Resources presented in this report have been produced in accordance with the current
Australasion Code for reporting of Identified Minerals Resources and Ore Reserves {the JORC Code).

All Resource and Reserve figures represent estimates at the end of June 2001. Rounding of tonnes and grade information may result in small
differences presented in the fotals.

Ore Reserves

The Whyalla Ore Reserves consist of the South Middleback Range operating mines of fron Duke, Iron Duchess and Iron Knight. Grades are
uncalcined. Tonnage factor of 3.29egm/cc. Moisture content 2% included in weight. Variable mining recoveries utilised. Life of mine scheduled
recovery of 87.3% has been applied.

Whyalla (Middleback Range} Iron Ore Reserves as at end June 2001 Compared with 2000 OneSteel
Proved Ore Reserve Probable Ore Reserve Total Ore Reserves Total Ore Reserves Interest  Competent Pej
Tonnes Grade Tonnes  Grade Tonnes Grade Tonnes Grade %
Category. Cre type {millions) [millions) {millions} {millions)
Fe% P% Fe% P% Fe% P% Fe% P%
Total Quantity Heamatite 23 63.1005 15 62.2 0.06 38 62.7 0.057 40 62.8 0.057 100 R leender

Annudl preduction was 2.7 mt with better than expected ore recoveries and changes to pit designs leading to marginal gains in ore reserves.

Mineral Resources

Total Mineral Resources reported estimate OneSteel’s resource base adjacent fo existing operations. The Total Mineral Resource includes all
resources, including those used to derive Ore Reserves. Mineral Resources that are not included within Ore Reserves are shown separately.

The Whyalla South Middleback Range Mineral Resources below are the Heamatite deposits of Iron Duke, Iron Duchess and Iron Knight. Grades
are uncalcined. Resource predominantly heamatite but minor magnetite interbedded at depth. Resource cutoff grades utilised are Fe>50%,
Si02<10%, Al203<5% and P<0.2%. Measured Resource based on 25 x 25m drill coverage. Indicated Resource based on @ maximum 50 (EW)
x 100 (NS} m drill coverage.

Whyclla (Middleback Range] tron Ore Reserves as at end June 2001 OneSteel
Category Type Measured Resources Indicated Resources Inferred Resources Tolal Resources 2001 Interest  Competent Per.
Tonnes Grade Tornes Grade Tonnes Grade Tonnes Grade %
[millions) (%) [millions) (%] (millions) (%) {millions) {%)
Total Quantity Heamatite,
Minor magnetite. 37 628 33 620 4 61.2 74 623 100  R. Leende|
Quantity excluded  Heamatite,
from Ore Reserves  Minor Magnetite 7 599 11 602 3 608 21 60.2 100 R leende
Beneath the Iron Duke Heamalite deposit is a magnetite deposit.
Total Quantity Magnetite 300 36.8 100 R leend
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OneSteel listed on the Australian Stock Exchange on 23 Octobher 2000,
one month after Sydney hosted the Olympic Games. Many of OneSteel’s

products were showcased at various Olympic venues such as the
Plaza Light Towers which surrounded Stadium Australia.
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OneStee!l was crected by combining eight
historically-diverse yet reloted businesses to
form a vertically-integrated mining, steef
manufacturing, and steel and metal products
distribution company.

OneSteel manufactures what is known as steel

long products. These include structural steel, pipe
@m? tube, rails, reinforcing steel, rod, bar and
wire. The majority of OneSteel's products are used
in the construction, manufacturing, housing,
mining and agriculivral industries.

In the past, under former management, these
businesses were essentially run @s independent
operations. The challenge for OneStesl
managemens s to bring these businesses logether
lo operate as a single entity, where all elements of
the operations are in alignment. By achieving this,
signiticant value can be created for shareholders,
customers and employees.

The OneSteel name was created fo encapsulate
the bringing together of its various businesses.

ONESTEEL KEY STRENGTHS

In striving to meets its vision, OneSteel already
has a number of key strengths providing a solid
foundation from which to build. They include:

Experienced Management Team and Workforce
OneSteel has a strong management team at both
corporate and operating |evﬁs through a
combination of experience over many decades in
steel production, manufacturing and distribution of
steel products, combined with new managerial and
operational talent. Furthermore, the OneSteel
workforce has gained significant experience and
training through a range of technical agreements
with leading international steel manufacturers.

Leading Market Positions
OneSteel has leading market positions across its
roduct range (refer Figure One). The market for
Fong products has exhibited an underlying growth
rate of 4% per annum through the cycle over the
last decade. Having leading market positions and
associated strong brands provides the company
with the opportunity to bring innovations to
market in a faster and more effective manner.

Figure One - Marlet Positions

Market Marlcet Position

Structural Products 1
Steel Rail Products 1
Rod and Bar Products 1
Wire Products 1
Reinforcing Products 2
Pipe and Tube Products ]
Metals Distribution Australia i
Metals Distribution New Zealand ]

Nationwide Distribution Nefworl

OneSteel has an extensive metals distribution
network in Australia, with a market share
estimated by OneSteel management to be in the
vicinity of 35%. Through a combination of directly
owned and franchised outlets in over 200
locations around Australia, OneSteel can deliver
a wide range of steel and steel products to all
parts of the country.




Vertically-integrated Cperations

OneSteel has vertically integrated operations
from the iron ore mines in Whyalla, through

to steel production, long steel products
manufacture and customer distribution networks
throughout Australia.

This provides the company with the opportunity
to build a highly market focused business where
customer purchasing signals can be easily
translated back into the production and
manufacturing process.

Flexible Steel Production

OneSteel has two main steel facilities - an
integrated steelworks in Whyalla which converts
iron ore into steel, and a steel mill in Sydney
which utilises electric arc furnace technology to
melt scrap metal to produce steel. Together these
facilities produce approximately 1.7 million
tonnes ofsteel per annum.

With its own iron ore mines providing low cost
raw materials, Whyalla Steelworks provides
two-thirds of OneSteel’s steel requirements, while
the Sydney Steel Mill, with its ability to quickly
vary production levels, provides the capability to
vary output levels to match market requirements.
Combined, these facilities give OneSteel the
copability to produce highly specialised steel and
steel products that can demand premium prices.

FACING THE CHALLENGES

The challenge for OneSteel is to harness these
strengths o deliver increased value. In the past,
as part of @ much larger organisation, OneSteel
businesses were not fully integrated, and as such,
there were duplicated functions. This meant there
were many points of contact for customers and
the potential for coordinated market offerings of
a range of products was not completely realised.

It also meant that the signals to fully align
production with market demand were not clear,
increasing the potential for production and market
demand to be out of step.

The restructuring task to bring OneSteel together
as one business is immense. On the company’s
listing on the Australian Stock Exchange on

23 October 2000, OneSteel management
embarked on the restructuring path with
achievements to date outlined in the Managing
Director’s Review.

The key strategic thrusts underlying the
restructuring of OneSteel can be summarised as:
* Being the customers’ preferred supplier;

* Improving operating performance;

* Optimising the business portfolio;

¢ Investing in people; and

* Focused strategic expansion.

The company still has a long way to go to
achieve its vision. Some hard decisions have
already been taken and measures put in place to
make OneSteel a much more market-sensitive and
efficient business. A clear course of action has
been set, and some significant achievements
made in the company's first eight months of
operation as a publicly-listed corporation.

lier of
usingss.

duct launches,

lements of the
vice, support in new pro

d in the lasi five years. The “Sup

f the Year” Award at the annual CRT (Combined Rural Traders)
f the supplier company.

_
=1
&

=
5
2

2

L
1
=
S
¥y

2

%
Z
gh
2

@
-+
]

e
2
s

a

5
14
S
2

=
[&]
i
g

B
W
»
&
8
&
=]
(v]

the Year Award” is decided upon by CRT members who rate suppliers on various e

Photo [lefi to right} ~ Neil Gibson, OneSteel; John Hughes, CRT

Trade Exposition. This is the 4th time OneSteel has won the awar
The elements include product quality, sales support, customer ser

advetising and promotions, disiribution and overall perception o

OneSteel was awarded the “Supplier o




Sales Revenue EBITDA” EBIT* Funds Employed Net Deht

$ millions $ millions $ millions $ millions $ millions

857.2
2,959.1 268.0 155.2 2,019.7

2,637.7 762.4
1,878.6
202.6
181.7

2000 2001 2001 2001 2001 2001

excl prov incl prov excl prov incl prov

Revenue by Segment All the numbers, except for those on pages 38 to 45, have been prepared on a pro-forma basis as the
Statutory Accounts do not include the irading of all the OneSteel Group for the full 12 month period.
The purchase of assets were completed ot ditferent times between July and October 2000.

The pro-forma numbers include the results of ali businesses as if the assets (including the Whyalla Steefworks
inventories and receivables) and operations of all businesses were part of the OneSteel Group from

1 July 2000. Funding costs have aisc been calculated on the basis that OneSteel was consistently geared
from 1 July 2009.

YEAR IN BRIEF

= Manufacturing $1,101.9m
(7 Distribution Australia $1,239.7m ape . . oo
5 Distribeton Iterational $312.9m * Sales revenue decreased by 10.9% to $2,637.7 million reflecting slower trading conditions.

O Corporate $125.4m
" * Operating earnings before interest, tax, depreciation and amortisation decreased by 24.4% io
Revenue by Indusiry Source $202.6 million [pre-restructuring charges).
* Operating net profit after tax and minorities was $23.6 million on a pre-restructuring basis, and a loss
of $27.9 million on a post-restructuring basis.

* A restructuring charge of $51.5 million after tax has been taken for the closure of the Brisbane Mili and
other items.

* Cash flow from operations was $170.1 million.

* Gearing ratio (net debt : net debt plus equity) decreased from 42.4% to 40.6%.

O Engineering [ Manufechuring 13%

comIuETOn 20% (7 oo * Email Metals acquisition was completed.

Non:resirdeﬂﬂzcge/ 0 Agricubural 5% fed

consfruchon o BN : i i
s 5 * $50.5 million in costs were exiracted from the businesses.

construction 12% Automotives 5%

* Capital and investment expenditure was $108.4 million including $65.7 million for part payment for the
Revenue by Couniry Emeil businesses.

o

e * Staff aumbers increased marginally to 7,379 after inclusion of 613 Email employees.

* Achieved a 41% reduction in the Lost Time Injury Frequency Rate.

* Final Dividend declared at 3.0 cents per share fully franked providing a full-year dividend of 6.0 cents
per share fully franked.

e * In the EBITDA and EBIT Graphs the 2001 numbers are represented both before and dfter a restructuring change is taken into account.

O Avstialia $2,467.0m This restructuring change refers fo the closure of the Brisbane Bar Mill and other items.
] New Zealand
and Canada $312.2m




Financial Righiights 2001 2001 % Change
$ million excl. prov. incl. prov. exd. prov.
Sales Revenue 2,959.1 2,6377 2,637.7 (10.9)
Other Revenue 17.4 141.5 141.5 NA
Total Revenue 2,976.5 2,779.2 2,779.2 (6.6)
Earnings Before Interest, Tox, Depreciation and Amertisation (EBITDA)  268.0 202.6 181.7 (24.4)
Earnings Before Interest and Tax (EBIT) 155.2 103.4 37.7 (33.4}
Net Interest 61.8 61.8

Profit/(Loss) Before Tax 41.6 (24.1)

Tax Expense/(Benefit) 12.1 (2.1)

Net Profit/(Loss] After Tax and Minorities (NPAT) 23.6 (27.9)

Cash Flow from Operations 170.1 170.1

Total Assets 2,628.4 2,710.8 2,710.8 31
Funds Employed 2,019.7 1,878.6 1,878.6 (7.0}
Liabilities 1,465.9 1,594.6 1,594.6 8.8
Net Debt 857.2 762.4 762.4 (1.1}
Copital and Investment Expenditure 108.4 108.4

Inventories 608.0 540.3 540.3 1y
Key Ratios

Employees 7,271 7,379 '7.379 1.5
Sales per employee ‘000 [includes Email employees for May & June}  407.0 357.5 357.5

Net Tangible Asset backing, $ per Share 2.03 1.81

EBIT morgin on Sales % 52 3.9 1.4

EBIT return on funds employed % 7.7 5.5 20

Return on Equity % 26 NA

Gearing (net debt:net debt plus equity) % 424 40.6 40.6

Interest Cover, times 1.6 0.6

Earnings per share {cents) 51 (6.0}

Dividends per share fully franked (cents) NA 6.0 6.0

* The 2001 numbers are represented both before and after a restructuring change is taken into account for the closure of the Brisbane Bar Mill

and other items.

CALENDAR OF SIGNIFIGANT EVENTS

8 o a
Ogo8
FEBRUARY 2000 OneStee! Limited [ASX: OST) listed PAAY 2001 S TLErE
. 8 =_— (]
BHP announced proposal to divest its on the Ausiralian Stock Exchange. OneSteel announced earnings update = é 5L2 =
long products steel businesses by way Chairman and Non-Executive for the financial year 2000/01, and the g 8% 2w
of a “spin-out” to existing BHP Directors appointed fo the Board closure of the Brisbane Bar Mill. 525823
shareholders. of OneSteel Limited. 5T %=561
JUNE 2001 <8E3: .=
JUNE 2000 NOVEMBER 2000 OneSteel announced sale of Whyalla Ef 22 < § s
New company name announced as OneSteel and Smorgon Steel Steelworks’ Laboratories to Adelaide- S2eE o3
“OneSteel Limited” with Mr Peter announced joint bid agreement based Amdel Limited. = 88°2%
. . L g o8 g2
Smedley appointed as Chairman elect. for Email Limited. OneSteel enfered info an agreement fo =0 E’E g3
OneSteel Limited appointed a further five  mrpUARY 2001 supply its world recognised DuraGal® 1o gL ¢e
Non-Executive Directors elect to the : . the United States for distribution through 5 £ 2 5N 58
Board - Eileen Doyle, Colin Galbraith, OneSteel announced first publicly PDM Steel Service Centres. & 083 239
David Meiklejohn, Dean Pritchard and reported financial result being for the Foo5eED
Neville Roach. six months to December 2000. JULY 2001 <ELE 28
AUGUST 2000 APRIL 2601 OneSteel Safety Excellence Awards. % 8Egzg g §

BegTedo

BHP released Scheme Booklet detailing OneSteel awarded confract to AUGUST 2001 %o g 2823

" . " H . o _g—g B

the “spin-out” of OneSteel. ﬁpﬂ);lpge (:oPri 1h?nTusF,r:\qnl?n Steel and Tube New Zedland gu _ﬂg '0%5 S o

OCTORER 2000 aluralfzas Fipetine Froject. announced full year financial result. 5 :55555¢

OneSteel awarded contract o OneSteel announced financial results 2 823 = E:_ 5%

BHP held Annual General Meeting - supply steel rails for the Alice Springs A § 2S5 2%3

L nrest s X for the full year ending 30 June 2001. 2 [ 32T 2 282

shareholders approved “spin-out”. to Darwin Railway Project. g $o56585¢E

i3 2 t = E =

Complefion of Email acquisition which k<] %,9 ¢ 5% 238

begon in November 2000, g 8% g(@ 2E
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FINANGCIAL CALENDAR =£B8222 5%

Ex dividend share trading commenced
Books closed for final dividend

Final dividend payable

Annual Review mailed to shareholders
AGM

17 September 2001
21 September 2001
18 October 2001
18 October 2001
19 November 2001

Half year end 31 December 2001
Interim profit announcement 19 February 2002
Year end 30 June 2002
2001/2002 Annual results announcement 20 August 2002
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i would like to welcome you to OneSteel’s first
Annual Review.

OneSteel was created through a decision by BHP
to z(:lit its flat and long product steel divisions,
and “spin-out” the long products division on the
Australian Stock Exchange to operate as a totally
independent company.

The “spin-out” was announced by BHP on

25 February 2000. The “de-merger” was then
implemented by BHP including the allocation of
value to assets, and passed by a BHP shareholder
vote on 17 October. OneSteel listed with its new
Board and shareholder base on 23 October 2000.

The underlying strategic intent behind the
establishment of OneSteel was to create an
independent, competitive long products steel
procﬁJcer as a domestic niche player. As a
domestic niche player, OneSteel has the potential
to carve out a unique position, establish a
competitive advantage and build a sustainable
and growing business.

My appointment as Chairman elect of OneSteel
was announced on 5 June 2000 with the first task
being the appointment of a new Board with
appropriate experience and expertise. Your Board,
which cssumezfresponsibiliry from 23 October
2000, comprises people from industry {including
steel and construction), finance, public sector,
legal and information technology backgrounds.

The management team now blends previous BHP
executives with new management expertise and
provides a balance between technical, financial,
marketing, operational, strategic management,
and significant experience in all aspects of the
steel industry.

THE FIRST EIGHT MONTHS
The task faced by management for the first
eight months as a public company was
challenging. Trading conditions deteriorated on
the back of the postGST and Sydney Olympic
economic slowdown, and this was exacerbated
by the need for clear focus on the “spin-out”
process and the acquisition of Email.

Activity in the construction market, which accounts
for approximately 50% of OneSteel revenues,
declined sharply over the year, with demand in
some of OneSteel's products markets as much as
30% below that in the prior year.

Trading results on a Pro-forma basis for OneSteel
over the year reflected the lower underlying
demand. Sales revenues decreased by 10.9% to
$2,637.7 million when compared to the prior

ear, delivering a 24.4% decrease in earnings
Eefore inferest, tax, depreciation and amortisation
to $202.6 million.

The net profit after tax result was $23.6 million
before restructuring provisions are foken into
account. The company announced in May 2001,
that a restructuring provision of $51.5 million was
taken to protect future earnings which when
brought to account delivered a bottom-line loss of
$27.9 million.

In response to declining market conditions
impacﬁn? OneSteel’s profit outcome, attention
was applied fo ensuring OneSteel met its
cosh targets. This was achieved through

cost reductions in the order of $50 million,
revenue enhancements of $15 million, tight
capital expenditure and a significant decrease
in inventories.




Inventeries were managed down $106.1 million
from o peak of $646.4 million in December
2000, to $540.3 million by June 2001.

The underlying inventory reduction was

$144.8 million to $501.6 million or 22.4%,
excluding the Email inventories.

These measures led to a positive cash flow
outcome of $170.1 million for the year which
when applied to repaying debt provided a
decrease in net borrowing of 11.1% from
$857.2 million, as at 30 June 2000, to
$762.4 million by the end of June 2001. In
line with the debt reduction, OneSteel’s gearing
ratio declined from 42.4 to 40.6 (debt, to debt

plus equity).

Declaration of the final dividend totalled 3 cents
per share fully franked, bringing the dividends for
the year to 6 cents fully frcm%ed resulting in @
payout ratio of 116.5% of profit.

A dividend reinvestment plan exists which
provides the facility for shareholders in Australia
and New Zealand to reinvest their dividends in
shares at a price calculated on the weighted
average market price during the five trading days
before and including the record date for the
relevant dividend. The record date for the Final
dividend was Friday, 21 September 2001.

PROTECTING FUTURE EARNINGS

A strategic framework was developed to guide
the businesses into the future. The Managing
Director’s review provides details on how
OneSteel performed against that framework over
its first year.

I would like to mention two significant strategic
events that took place during the year. The first
was the successful takeover of Email Mefals in
conjunction with Smorgon Steel, and secondly, the
announcement made in May 2001 for the closure
of the Brisbane Bar Mill.

During the year OneSteel successfully acquired
the Email Metals business in a joint bid with
Smorgon Steel. This acquisition was strategically
significant for a number of reasons.

Firstly, prior to the acquisition Email wos
OneSteel's largest single customer and it was
paramount that we positioned OneSteel to protect
its medium to long-term earnings.

Secondly, the acquisition provides a wider
distribution platform both geographically and in
product range for OneSteel to interact with its
extended customer base.

Lastly, the acquisition allows OneSteel to broaden
its revenue base whilst increasing the absorption
of manufactured goods from OneSteel’s major
production facilities.

At the time of “spin-out” BHP had foated the
company with a balance sheet fully geared
through substontial borrowings. The need to
protect shareholder’s longerterm earnings by the

acquisition of Email Metals placed further
pressure on the bolonce sheet ot a time when
shortterm trading conditions were impacting on
trading results. Consequently, the rate of
restructuring required by the business accelerated
and this led to our public announcement in

May 2001.

A major component of the announcement was the
closure of the Brisbane Bar Mill which is to be
completed by April 2002. The closure of this Mill
will provide for increased loading on OneSteel’s
other Mill operations located in Newcastle and
Sydney. By reducing production, the overall unit
cost o?production will decrease for bar mill
products. The closure required the write-off of the
asset including the substantial goodwill attributed
by prior owners.

MEDIUM-TERM STRATEGIC FOCUS

OneSteel has the size, capability and
technological mix to build a competitive
advantege. The primary objective of management
over the next two years is to transform OneSteel
into a highly efficient, lean, market flexible
organisation firmly focused on the market and its
customers’ needs.

The major areas of focus over the medium term
continue to be the reduction of debt, increased
cash generation through improved working
capital management, reduction of costs through
closer business integration and further
development of channels to market.

By further reducing debt and costs, OneSteel will
be in a position to entertain further growth options
of an organic or “step change” nature.

This task will be demanding as we expect the
first six months of the 2002 financial year to be
similar to the subdued last six months. However,
the second six months should benefit from
OneSteel’s successful winning of the steel rail
rec,uirements of the Alice Springs to Darwin

rail contract.

| would like to thank the directors for their
contribution and support during a demanding
year and our executive team led by Bob Every
and OneSteel’s 7,000 employees around the
globe for their commitment and effort. In very
challenging times, all have remained focused
on the tasks at hand.

This effort has put OneSteel in a position to look
to the future with some optimism.

Photo {left to right) - Franco Moretti, CEO AsiaPacific Transport Company; The Hon John Olsen MP, Premier of
South Australic;; The Hon John Howard, PM; Former Northern Territory Chief Minister, Denis Burke at the turning

of the first sod ceremony for the Alice Springs to Darwin railway line.
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Peter Smedley
Chairman

In April 2001, OneSteel was awarded a contract to supply stesl rail for the Alice Springs to Darwin

nsiruction contractor to the
la Steelworks and the

nes of 50kg/m standard carbon rail to be supplied

Project. The large supply contract was awarded by the design and co

Railway

drail. The rail will be manufactured and supplied by OneSteel Whyal

contract will provi

2001. OneSteel is proud 1o be associated with a

ide for approximately 144,000 ton
nationally significant project such as the rail link between Alice Springs and Darwin.

over a 20-month period, commencing in the latter half of
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1 am delighted to provide the first Managing
Director’s review for OneSteel’s inaugural year
of operations.

OneSteel’s first eight months of operations os a
publicly listed company have been challenging
with frading conditions declining on the back of
the pre-GST infroduction building boom and the
Sydney Olympics. It became evident in the months
running up to December 2000 that market
conditions were going to be difficult over calendar

year 2001.

On top of a major restructuring of OneSteel

to move it towards an integrated business,
deteriorating market conditions meant the new
management team had to make some hard
decisions and manage significant change in
the business.

At the same time, we became involved in a
successful joint bid for Email. This was of
great strategic importance to OneSteel and
represents approximately 10% revenue growth
for the company.

Given the very difficult market conditions and all
the challenges occurring as a result of the “spin-
out” from BHP and the acquisition of Email, | am
very proud of the commitment and application
from everyone in OneSteel that delivered:

* Cash generation of $170 million; and

¢ A 41% improvement in safety performance.

STRATEGIES FOR IMPROVING PROFIT AND GROWTH

A number of key strategies were developed to
transform OneSteel’s business. Some of those
strategies are longer ferm in nature and deal with
industry structural issues while others are more
shortterm organisational strategies which have
already begun to yield some benefit.

GUSIomeNs @@@V@U@@UW@@S@W o

A summary of key strategies and some of the
outcomes over the last 12 months are as follows.

Integration of OneSteel businesses. When
OneSteel was originally conceived it was a loose
amalgamation of eight related operational units
(refer Figure Two). In line with the underlying
philosophy of the business and embodied in the
name OneSteel, the objective was to create one
integroted business focused from the customer
back through distribution, and manufacturing to
raw material management. By creating a tight
vertically integrated business, OneSteel could take
out dup?i/cotion and maximise value at each point
in the production and distribution chain.

As demonstrated in Figure Two, the eight business
units have been merged into four which has
allowed duplication to be taken out of the
business in areas such as finance, administration,
sales, marketing and information technology.

With the reorganisation of the operational units,
the next phase is to develop supporting
information and technology systems that will
provide the impetus for further integration at the
day+to-day cperational level of the businesses.

Restructuring of sales and marketing. This
initiative is aimed at providing customers with a
single contact point within the company for all
product requirements. Market Mills significantly
resfructureg its sales and marketing area with the
transition from product-based sales and marketing
teams to customer-based teams. More recently, a
sales and operational review team across both
manutfacturing and distribution businesses has
been established to coordinate production and
sales planning to more closely align with market
demand for each product line.




Figure Two - OneSteel Integration
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Cost reduction program. Cne of the keys to
improving performance is ensuring the company
has the right cost structure moving forward. A
detailed cost reduction progrom was initiated in
December 2000, which identified a number of
areas where costs could be reduced. Over the
year a total of approximately $50 million in costs
were taken out of the business. These cost
reductions more than offset the underlying
inflationary increase in the cost base resulting
from factors such as wage, energy and transport
cost increases {refer Figure Three).

Figure Three — OneSteel 2000/01 Cost Reduction Impact
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OneSteel will be continuing its cost reduction
initiatives in the year ahead to offset the
inflationary effect of its input costs.

Furthermore, as was announced in May 2001,
some major cost reduction initiafives have been
identified to be implemented in 2001/02 and
were provided for in the 2000/01 financial
statements. These initiatives include the closure of
OneSteel’s Bar Mill in Brisbane, the outsourcing of

the Whyalla Steelworks Laboratory, which was
completed in June, and acceleration of other
areas of restructuring.

While an aftertax provision of $51.5 million
was provided for in the 2000/01 result, the
fullyear benefit of these initiatives will be an
earnings before tax and interest contribution of

$13.7 million in financial year 2002/03.

Improving logistics management. A key area for
reform for OneSteel is improving logistics
management. One of the major elements is the
company’s inventory levels and the amount of stock
required at each point in the production process.

A significant amount of work was undertaken to
determine appropriate inventory levels for the new
infeircted business. This coupled with a decline in
market activity led to a major program to reduce
OneSteel’s inventory levels (reE—:r to Figure Four).

Figure Four - Inveniory Reduction Ouicome
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The result over the second 6 months of the T/eclr
was an underlying inventory reduction (excluding

MAJOR BUSINESS: DuraGal® Bound for The United States — 22 June 2001

Photo {left to right} - Joseph Anderson and Geoff Plummer

OneSteel has entered into an agresment 1o supply its world recognised DuraGal® to the United States. The

agreement, which was confirmed between Geo

ff Plummer, President, OneSteel Market Mills and Joseph

und 10,000 tonnes per annum of
PDM Steel Service Centres.

Anderson, Vice President, PDM Sales and Marketing, will see aro

fornia for distribution through

DuraGal® structurals exported to Cal

lia to learn first hand about the OneSteel process of

from PDM made the joumney fo Austra

® products.
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the addition of Email inventories in the months of
May and June) of $144.8 million or 22.4% from
the peak in December 2000. This reduction was
instrumental in OneSteel achieving its cash
generation target of $170 million during the year.

Rationalise low margin products. A program has
been implemented within OneSteel called
“Managing Complexity for Profit” aimed at
lessening the complexity of the range of products
offered by OneSteel and providing unit cost
production savings and improving margins.

Systems are being developed to defermine product
profitability throughout the production and
distribution process. Those products that are
making either zero or low margins are being
identified with associated prices adjusted to
increase returns. In some cases, if prices cannot be
adjusted, OneSteel will examine alternate cheaper
ways of manufacturing the product or contemplate
ceasing production of that product altogether.

At the Whyalla Steelworks, the company
produces 106 billet grade/sections. Over the next
12 months, 25% to 30% of these grade/sections
will be reduced.

This process will streamline the number of products
the company manufactures, providing unit cost
production benefits while maintaining the same
offering to the market. This initiative, along with
other revenue enhancing programs, delivered

$15.2 million in positive contri%uﬁon during 2000/01.

Appropriate reward structure. The reward
structure has been significantly realigned to reflect
the performance of OneSteel as a corporation
rather than being based on the success of
individual businesses, as was the case in the past.

The new structure concentrates on elements such
as profitability, funds employed, cash generation,
cost containment and safety across the company.
This ensures that decisions taken will be made on
the basis of maximising the benefits across the
organisation rather than just one business.

Figure Five - Benefils of Indusiry Raticnalisation Initictives

initictive

Email Metals acquisition

Brisbane Bar Mill closure

Benefits

e Provides greater leverage for the distribution
of steel and steel products to the market from
Australian manufacturers.

o Increases the production pull through for
OneSteel’s manufacturing.

s Improves OneSteel’s geographic footprint and
product offering to the market.

o Reduces OneSteel’s annual production capacity
by 170,000 tonnes.

o Increases the capacity utilisation of OneSteel’s
other Bar Mills.
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This incentive structure will develop behaviours
across the businesses centred around integration
benefits as a way of generating value rather than
maximising divisional profit which can destroy
value in or%er parts of the business.

industry Rationalisation. The “spin-out” of
OneSteel in itself has been a major move toward
industry rationalisation. As outlined in the
Chairman’s Review {refer to pages 6 to 7),
OneSteel undertook two significant strategic
moves during the year to further rationalise the
industry - the acquisition of Email Metals in a joint
bid with Smorgon Steel, and the announced
closure of OneSteel’s Brisbane Bar Mill. The
perceived benefits of these initiatives and the
OneSteel “spin-out” are outlined in Figure Five.

OneSteel will continue to examine opportunities
for further rationalisation of the steel industry to
build on its critical mass as a domestic niche
player within the Australian market.

THE YERR AHEAD

Clearly, the underlying performance of OneSteel
in the years ahead has to improve. This will only
happen by continued delivery of benefits through
the Eusiness restructuring process. While the
trading conditions experienced over the last

12 months masked some of the benefits achieved
from implementing the OneSteel change program,
| am confident the benefits will provide increased
returns and value for shareholders over the
medium term.

OneSteel will continue to focus on its key strategy
areas outlined above in the year ahead. Our
priority is to continue fo improve the underlying
performance of the businesses while complefing
the integration of the Email Metals’ businesses.

Trading activity in the first six months of the
2001/02 financial year is expected to remain
subdued with some exceptions such as residential
housing and rural sector activity.

The second six months should see an increase in
activity, particularly for OneSteel stemming from
rail production for the Alice Springs to Darwin
railway, and an expected slight pick up in
construction sector activity later in the

financial year.

From an operational viewpoint, OneSteel will
continue to consolidate its current market position,
optimise production capability, generate solid
cash flow and repay debt to provide balance
sheet flexibility. It will be through this discipline
that OneSteel will be in a position fo examine
further growth opportunities.

Bob Every

Managing Director &
Chief Executive Officer
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Bernard Carrasco — Chief Financial Officer

Mr Carrasco is Chief Financial Officer and
Director for OneSteel until his retirement in
October 2001. Formerly, Mr Carrasco was Vice
President of Finance, BHP Steel. Mr Carrasco
has held a number of senior financial and
general management positions in the
Tubemakers Group in Australia, Asia and

South Africa.

Robin Freeman - President OneSteel Distribution
Mr Freeman joined OneSteel in April 2001
from Email where he was Chief Financial
Officer. He joined Emait in 1999 from CSR
where he worked in commercial and financial
roles for four years. Prior to that Mr Freeman
worked in financial services with Deloitte where
he was Managing Pariner for the firm’s

NSW operations.

Bill Gately - Vice President Human Resources

Mr Gately joined OneSteel from BHP where
he worked since 1979 in a range of Human
Resource and Employee Relations positions.
During that period he worked for BHP Minerals
in the Northern Territory and in the Newcastle
and Port Kembla Steel operations. Mr Gately
played a key role in significant business
improvement inifiatives such as the opening of
major new steel facilities at Port Kembla and
more recently the restructuring of the long
products steel business based in Newcastle.

Mark Gell - Vice President External Affairs &
Investor Relations

Mr Gell joined OneSteel in January 2001
following 20 years experience working in the
government, banking and business sectors for
companies such as Citibank, ANI, TNT, Boral
and Telstra. He has held senior general
management positions in public policy, investor
relations and corporate c[‘?oirs.

Paul Locke — Company Secretary

Mr Locke has over 30 years industry
experience and joined OneSteel from BHP as
Manager, Corporate Services. Prior fo this,
Mr Locke worked for Tubemakers os Manager
Corporate Affairs, Group Controller for Wiﬁiam
Adams and Company Limited, and Audit
Manager with Price Waterhouse.

Geoff Plummer - President Market Mills

Mr Plummer joined OneSteel from BHP afer

22 years experience with the Group. Prior 1o his
current role Mr Plummer was Presic@nt Rod & Bar
Products (BHP Steelz. He has also served as Chief
Executive Officer of the joint venture company
BekaertBHP Steel Cord and held the positions of
President of Australian Logistics Services, BHP
Transport and Manager, Operations at BHP wire
mills in Sydney and Brisbone.

Mr Tony Reeves — Chief Financial Officer

Mr Reeves will be appointed Chief Financial
Officer of OneSteel in October 2001, He has
spent most of his career with ICl/Orica. His
recent roles have been Chief Financial Officer of
Orica’s worldwide explosives business (United
States), Director Finance & IT for IC| Polyester
(United Kingdom}, Controller (Australia/New
Zealand} and Corporate Treasurer
(Australia/New Zealend). He has also held
commercial management positions with Allied
Mills, Vinidex and Unilever early in his career.

Leo Selleck — President Whyalla Steelworks

Mr Selleck joined OneSteel from BHP where he
served in a variety of operating roles since
1972 and also in the areas of environment and
safety management. Mr Selleck has significant
experience in infegrated steel making processes
and has worked at the Whyalla Steelworks
since 1995 holding the positions of General
Manager of Steel Operations and General
Manager of Strategic Operations. Mr Selleck
has been responsible for Whyalla Steelworks
since May 1999.
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Figure Six — Vertical Infegration of OneSteel’s Ausiralian Operation
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NOTES FOR BUSINESS DRIVERS

The following graphs represent the major
business sector drivers of OneSteel revenues.
The most notable feature is the synchronised
downturn that took place over 2000/01 in the
construction and manufacturing sectors, which
when added together account for almost 65%
of OneSteel revenues.

A synchronised downturn in itself is an unusual
occurrence, but it was amplified by the severity
of the downturn, especially in the residential

construction sector represented in Figure Nine.

The main reason for the synchronised downturn
was the pulling forward of construction activity

into the 1999/2000 year related to the Sydney
Olympics and the infroduction of the GST.

The remaining domestic sectors of mining,
agriculture and automotive which represent
approximately 20% of OneSteel revenues
recorded increased levels of activity for the year.

The remaining 15% of OneSteel revenues
approximates OneSteel’s fevels of Export.

One of the key business drivers for OneSteel is
the level of import activity and the impact such
activity can have on domestic pricing. Over the
last five years, whilst overall steel long product
imports have remained relatively steady, there
has been a significant increase in some low-
priced imports within OneSteel’s long product
steel range.

The impact of imports continues to be an area
which OneSteel monitors and manages through
domestic and international market strategies.
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Figure Seven - Non-Residential Consiruction ($m 1998/99)
September quarter 1989 to June quarter 2001
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Figure Eight - Engineering Censiruction ($m 1998/99)
September quarter 1989 to June quarter 2001
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Figure Nine - Residential Construction ($m 1998/99)
September quarter 1989 to June quarter 2001
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Figure Ten — Other Manufackuring ($m 1998/99)
September quarter 1989 to June quarter 2001
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Figure Eleven - Mining Output ($m 1998/99)
September quarter 1989 to June quarter 2001
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Figure Twelve - Autometive Output {$m 1998/99)
September quarter 1989 to June quarter 2001
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Figure Thirteen - Agricultural Investment ($m 1998/99)
September quarter 1989 to June quarter 2001
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NON-RESIDENTIAL CONSTRUCTION

The non-residential construction sector represents
the value of work done in building and altering
hotels, offices, shopping centres, ?actories,
education, health and other social facilities.

This sector makes up o significant proportion of
OneSteel sales of approximately 20% in any
given year.

As Figure Seven indicates, the value of activity in
this sector declined by 16.3% when compared
year on year.

ENGINEERING CONSTRUCTION

Engineering construction encompasses the value
of building or upgrading major infrastructure such
as roads, bridges, railways, highways, pipelines,
telecommunications, harbour and marine E:vcﬂities,
water and sewerage, and electricity.

This sector also provides approximately 20%
of OneSteel’s revenues, and as Figure Eight
indicates, activity in this sector declined by
11.4% year on year.

RESIDENTIAL CONSTRUCTION

Residential Construction covers investment for the
building and altering of private and public units
and houses. OneSteel derives 12% of its revenues
from this sector, which year on year declined
substantially by 27.4% as depicted in Figure
Nine. This sector in particular was impacted by
the introduction of the GST, as building products
in the past did not attract a sales tax.

OTHER MANUFACTURING

Other manufacturing represents all manufacturing
with the exception of automotive production. This
sector represents 13% of OneSteel revenues and
declined 13.1% year on year as outlined in
Figure Ten.

MINING OUTPUT

Mining output encompasses production from
mining activities and represents approximately
10% of OneSteel revenues. Activity in this sector
increased [refer Figure Eleven) by 5.6% year on
year, and is consistent with the overall increasing
trend in this sector since the early 1990s.

AUTOMOTIVE OUTPUT

Automotive output includes production for
domestic automotive manufacturers including
component part manufacturers. This sector
represents 5% of OneSteel revenues and
increased 11.7% year on year (refer to
Figure Twelve).

AGRICULTURAL INVESTMENT

Agricultural investment encompasses expenditure
in the rural sector. It represents 5% of OneSteel
revenues and grew very strongly year on year
with an increase of 30.7% (re?er to Figure
Thirteen). This is on the back of subdued activity
over most of the 1990s.
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Operations Review for the 12 Months to 30 June 2001 - Pro-forma $millions

AUSTRALIAN DISTRIBUTION

2000 2001 %
Revenue 14011 1,245.0 (1L.%)
EBITDA 94.2 707 (249
EBIT 67.0 440 (34.3)
Assefs 6724 9264 37.8
Employees 2,312 2,531 9.5
Sales Margin (%) 4.8 35
Market Condifons

Trading conditions for the year declined
markedly when compared with the prior year.
Maijor impacts included decreasing activity
following the pre-GST building boom and the
postOlympics trading acfivity slump.

Construction sector aclivity, which accounts for
approximately 50% of OneSteel sales, declined
significantly during the year impactfing most
segments of the business.

In the second half of the year, trading
conditions were subdued with some signs of
pick-up in the residential and rural sectors by
the end of the year.

The manufacturing sector remained subdued,
while contract work for the mining and energy
sectors remained consistent.

Performance

Sales were 11.1% below the same pericd last
year. Some product categories such as
reinforcing were down some 30%, reflecting
decreased construction activity.

Lower demand has led to pricing pressure on
reinforcing products. There were price increases
on a number of products put through mid year,
with some holding.

Business improvement inifiatives provided in
excess of $13 million benefit for the year which
combined with significant inventory reductions
provided a strong cash result for the business.

Inifiatives

The major initiative for the year was the
completion of the acquisition for Email Metals.
Assets for the business were transferred on 1
May, with the full integration of the business

expected to be completed by the end of the
2001/02 financial year.

Cuilool

The building and construction market is
expected fo remain soft over the next year.
There will be some pick up in the residential
sector associated with the Federal Government's
first home owner scheme grant increase, with
activity in the resources sector also due to
improve later in the year.

Activity in the broader construction market is
not expected fo ift until later in the financial
year. The Qil and Gas segment project activity
is to remain firm, providing demond‘ for

tube products.

Demand from the rural sector is also expected
to remain firm throughout the year.

AUSTRALIAN MANUFACTURING*

2000 2001 %
Revenue 1,746.2 11,5558 (10.9)
EBITDA 163.3 108.9 (33.3)
EBIT 86.1 (0.9} {101.0)
Assets 1,7049 11,5759 (7.6)
Employees 4,126 4066 (1.5
Sales Margin (%) 4.9 {0.1)
Marlet Conditions

Overall, there was lower demand stemming
from a decline in activity in the construction and
building sectors. Activity in other sectors such as
mining, rural and rail were broadly in line

with expectations.

Performancs

Whyadila - Despite some operational difficulties
around mid-year, billet production reached
record levels by year end. Significant reductions
in inventories were achieved in the second half
with business improvement initiatives providing
$19 million in benefits. Whyalla achieved a
record 4 million persen hours with no lost time
injuries.

Sydney Steel Mill - During the year, the Mill was
sglut down for an extended period to realign
stocks with underlying market demand. Towards
the end of the year, the Mill was operating at
close fo full capacity.

Rail and Structural - Rail finished the year
slightly behind projections while structural
[::roduct demand fell away during the year,
eading fo some price pressure and an increase
in lower-priced slab exports.
Rod and Bar - Despite E:wer volumes, some
significant productivity increases were achieved
combined with price improvements in some
product lines in October. During the year, it was
announced that the Brisbane Bar Mill will close
in April 2002, with its production reallocated to
the Newcastle and Sycﬁley Bar Mill operations.
Pipe and Tube - Demand was down in the
structural and manufacturing segments while oil
and gas held up. Price pressures and increased
input costs have been partly offset by
productivity improvements.

Wire - While volumes were down on last year,
the wire business improved its performance
through a combination of decreased costs and
improved pricing. With the acquisition of Email,
the Martin Bright's, bright bar business forms
part of the Wire operations.

Inifietives

Work was undertaken on the Whyalla bla